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Arow Wuch “Jo Set Aside Yow yWORLDA 
From Production “for Exports 


10 BILLION DOLLARS 


s tremend- 
2 outlets 


will have 
overseas mart 


s in this 


‘WHERE TO FIND 
THE ANSWERS 


You will find the answers in the 
first and only ,organized source of 
planning and qperating information 

al trade. 


What The New 
INTERNATIONAL TRADE 
REPORTER Brings You 


1. A Weekly Survey 
and Analysis of Cur- 
rent Developments— 
a convenient sum- 
mary of interna- 
tional business de- 
velopments with im- 
partial analytical 
appraisal of their 
significance; news of pending regu- 
lations; advance notice of changes in 
government trade organization; de- 
velopments affecting international 
marketing, financial, order handling 
and shipping activities. 
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2. Two Permanent 
Reference Manuals 
(Revised and Supp- 
lemented Weekly)— 
in these loose-leaf 
research volumes, in- 
dexed and equipped 
with guide tabs, 
you find texts and 
digests of regulations that must be 
followed; and analyses of the current 
practice of experienced international 


traders. The manuals are supple- 
mented for you each week with mail- 
ings of new sheets containing recent 
changes and new developments. They 
are arranged on functional lines, 
with a simplified filing system. Thus, 
whatever the kind of work you are 
doing, you will find related infor- 
mation in one location in the 
manuals. 


Here are some of the subjects to 
be covered: 


Export Trade Act 

Registration of International 
Business Agreements 

Export Control 

CC Priority Ratings 

Export Price Control 

Export-Import Bank Financing 

Export Credit Insurance 

Advertising Procedure 

Trademark and Patent Pro- 
cedure 

Transportation 

Taxation 

Surplus Property 

licensing Foreign Producers 

Agreements with Distributors 





3. Special Reports 
on Current Situa- 
tions — From time 
to time you will re- 
ceive special staff 
studies on interna- 
tional trade  prob- 
lems, bringing to- 
gether the available 
facts, analyzing their significance in 
terms of your policies and operations. 
Special Reports will be punched for 
your Reference Manuals. 














HOW IT CAN BE USED 


Users of International Trade 
Reporter can put the facts to work 
in setting policies, making decisions, 
adjusting operations when: 


Investigating and developing 
markets for U. S. goods 
Planning distribution and ad- 
vertising 
Setting price policies 
Planning export production 
Sending representatives abroad 
Establishing manufactur- 
ing plants and offices overseas 
Handling and shipping orders 
Settling disputes and claims 
Extending credit 
Making collections 
Packing goods 
Effecting economies in taxation, 
' gales development 
Working out patent and license 
agreements 
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WHO IS BEHIND IT? 


Back of the fhew International 
Trade Reporterf™ The Bureau of 
National Affai We an organization 

mea years, has been 
current legal 

for use of 

al men, from 


Located } ws center 
of busin urpose is 
to — mble when 


tained = ‘aaa 7 information 
sources of importance in the foreign 
trade field. 


TRY IT IN YOUR OFFICE 
FOR 30 DAYS WITHOUT 
COST OR FURTHER 

, OBLIGATION 


adingernational Trade Reporter to 
br you for 30 days. Then 
your own estimate of how 
of dollars this 

information 


ata charge of only $5 a week 
tian one-twentieth of what 
Mid pay a research man. 


(Be sure to attach to your business 
letterhead) 


CHARTER MEMBER TRIAL 
RESERVATION 


International Trade Reporter 
1241 24th Street, N. W. 
Washington 7, D. C. 


We accept your inyitation to become 
a CHARTER SUBSCRIBER to IN- 
TERNATIONAL TRADE REPORT- 
ER. If I do not return all material 
by express collect within the first 
30 days of service bill me for one 
year’s subscription at $5 per week. 
I understand that the binders and 
their contents remain the property 
of the Bureau of National Affairs. 


COMPANY: 
NAME: 
TITLE: 
ADDRESS: 












































_ §witzerland has signed a commercial 
agreement with military authorities in the 
Russian zone of Germany. The Russians 
will send potassium, wood, glassware, 
chemicals and optical supplies to Switzer- 
Jand. In return, the Swiss are to supply 
dyes, watches, electric motors and roller 
bearings. 
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Holland wants to build up its markets 
in South America. A Netherlands-South 
American Institute, established in Am- 
sterdam by Dutch banks and industries, 
has applied to the Netherlands Govern- 
ment for permission to open branches in 
South America. 
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Extensive deposits of uranium ore, the 
raw material for atomic energy, have 
been discovered in Zambales Province of 
the Philippines. This is the first indica- 
tion of the presence of the radioactive ore 
in the Islands. Commercial. development 
of the deposits may be undertaken. 
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Finished copper is to be produced in 
® Great Britain in greater quantities. To 
@ avoid dependence on Chile, Rhodesia 
‘and the Belgian Congo, an electrolytic 
@ refinery is to be built in Britain. British 
“consumption of finished copper averages 
800,000 tons annually. Recent imports 
have been falling below that mark. 
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Canned salmon is to be become more 
scarce in the U.S. Alaskan canneries re- 
port a very poor season. Total production 
may be under four million cases, of which 
the Government has ordered one third 
' set aside. Output in 1945 was 4,300,000 
cases, and in 1944 totaled 5,400,000 cases. 
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As a result of the removal of restric- 
tions on export licenses, normal trade 
relations are being resumed between the 
U.S. and Austria. Exports to Hungary, 
Bulgaria, Romania, Korea, Spain and its 
‘possessions and occupied islands of the 
Pacific still are restricted. Private trade is 
_not permitted to Germany or Japan. 
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Canada shortly will issue invitations 
to a trade fair to be held in the summer 
of 1948. The fair is part of the Canadian 
program to develop world trade and is 
designed to provide a meeting place for 
| buyers and sellers from all countries trad- 
ing with Canada. The exhibition will not 
_ be open to the public. 
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Finland is to ship more wood pulp to 
the U.S. in exchange for coal. Finnish 
shipments of pulp will amount to 100,000 
tons in the next six months compared to 
35,000 tons in the first half of 1946. Next 
year, 220,000 tons are to be shipped. The 
U.S. coal for Finland will make it pos- 
sible for the Finns to reduce the amount 
of wood now being used for fuel. 
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One of Africa’s largest factories for 
manufacture of cotton textiles is to be 
established near Kingwilliamstown in the 
Union of South Africa. The mill will be 
owned jointly by British and South 
African interests and will employ mainly 
native labor. After the mill is in opera- 
tion, the Union will rank second to 
Egypt in production of cotton textiles in 
Africa. 
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During the second half of 1946, ap- 
proximately 110,000 cameras valued at 
more than a million dollars will be 
manufactured in the U.S. zone of Ger- 
many. Arrangements have been made to 
export Leitz cameras to the U. S. Zeiss- 
ikon, Kodak and Agfa models may also be 
exported. Proceeds are to be used to pay 
for essential imports into the Western 
zone of Germany. 
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Swiss exporters of leather machinery 
now have a lead in world markets be- 
cause they can promise early delivery. 
The world’s two leading manufacturers 
of similar equipment, Britain and the 
U.S., are unable to fill orders now. 
American exports are hampered by strikes 
and shortages of materials. British manu- 
facturers are accepting orders for de- 
livery in one year’s time. 

° 0 0 

During the next five years, Czecho- 
slovakia will export 25,000 prefabricated 
houses to Britain. To help replace furni- 
ture destroyed during the war, 30,000 


bedroom suites will be sent to England 
from Czechoslovakia in the next year. 
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Representatives of air lines of the Brit- 


-ish Empire are meeting in Australia to 


work out a regional service in the South 
Pacific. Officials of British, Australian, 
and New Zealand lines will consider traf- 
fic problems, ground facilities, navigation 
and meteorological services. The develop- 
ment of a major airport in the Fiji Islands 
to serve as a central point in the system 
is being considered. 





of 





rHis 1S THE 
6TOCK M 


qne ® 


FOR A CLEAR 
UNDERSTANDING 


TODAY’S MARKET 


ROAD TO | BS. 


ARKET | | 


SUCCESS 





—read this book! 


oA 


ARKeT 





HETHER you own one 
share or a thousand this 
book is a MUST! In simple lan- 
guage, it lays down easily un- 
derstood, workable rules. Ex- 
plains the basic elements for 
profitable trading and investing. 
If today’s market has you guess- 


ing, you will find this book of 


SENT ON 15 DAYS 
FREE APPROVAL 


— without obligation 


Read the book—if you don’t think it is 
worth many times the price, return it 
and your money will be refunded 
promptly and cheerfully. 
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841 W. Washington Bivd., Chicago 7, Ill. 
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ROAD TO STOCK MARKET SUCCESS.” | reserve the 
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Because World Report is the first newsmagazine te be devoted 
entirely to world affairs, it is natural that we should receive letters 
inquiring whether our circulation is higher in some sections of this 
country than others. 

We happen to be in the midst of a study of geographical distribution 
of our subscriptions. We have been able thus far to complete an 
analysis of only half our circulation, but this indicates there is little 
sectionalism so far as World Report is concerned. 

Our basis of measurement has been this: We took the percentages 
which each State in the Union shows in relation to the total population 
of the United States, using the 1940 census as the latest official figure 
available. We then compared the results with the percentages which 
our circulation in each State bears to our total circulation. 

Thus Illinois has 6 per cent of the total population of the United 
States. World Report’s circulation in Illinois is 6.42 per cent of our 
total. That’s rather close to what it ought to be on a proportionate basis. 

Indiana should be 2.60 per cent, and it turns out to be 2.83 per cent. 

Kansas should be 1.37 per cent, and it’s 1.56 per cent. 

Looking at the Eastern States, we find New York should be 10.24 
per cent, and it is 11.85 per cent. Massachusetts should be 3.28, and 
it’s 2.99 per cent. 

Michigan, which should be 3.99, shows up as 5.01 per cent of our 
circulation which is somewhat in excess of the proportion it should 
be on a population basis. 

Pennsylvania, with 6.16 per cent of our circulation, is not yet up 
to the 7.52 per cent it should reach if our circulation is to be uniform, 
which, incidentally, is only a theoretical objective, for we want as 
much circulation as we can get from all States. 

Texas, which should be 4.87 per cent, has 4.09 per cent of our 
circulation. A good example of the Far West is the State of Wash- 
ington, which should be 1.32 per cent and is recorded in our analysis 
as carrying 1.72 per cent. 

Based on the circulation of World Report, which now is approaching 
the 100,000 mark—the first time a newsweekly, by the way, has 
reached such a figure within the first six months of publication—it 
is apparent that the line on a geographical basis straight across the 
country moves with only slight variations from the curve of population. 

This means that American citizens who care to know about world 
affairs come from every State of the Union in about the same pro- 
portion that the State populations bear to the total. It means that a 
subject of broad-gauged interest, like world affairs, attracts the in- 
telligent readers, the business and professional people of the country, 
in about the same way that any other theme of paramount interest 
to the people attracts their attention. 


‘The Publishers of "Wold Report” 














Please enter my subscription to World Report for one year and send bill 


Here's a Handy Way To Subscribe!— 


WORLD REPORT 
1253 24th St., N.W., Washington 7, D. C. 











to me. (U.S., its Possessions, Central and South America, $4; Canada & 
Other Countries, $5.) 
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The situation now in an uneasy world: 

Russia's maneuvers add up to a war of nerves on U.S. and Britain. 

U.S. is telling Russia that her motives are increasingly suspect. 

A political showdown, inside or outside United Nations’ machinery, 
is more than ever probable unless Russia eases off her pressure. 











Back of these developments is this..... 

Russia started out to pile up strategic and economic advantages 
from World War II with little opposition from Britain and U.S. 

Weakness of Britain and uncertainty of U.S. lent encouragement. 

Russian expansion, once accepted by the West, is hard to restrain. 

Basic idea developed by Russia is that U.S., prosperous at home, 
is inclined to tire of spending billions and keeping armies overseas, 
is disposed to draw back from irritation and shun responsibility. 














To put Russia's strategy into practice..... 

Yugoslavia is being used by Russia to (1) annoy and harass U.5.; 
(2) to contend for an Adriatic port; (3) to exert pressure on Greecée 

Turkey is being squeezed by Russia to surrender working control 
of the Dardanelles; to come into Russia's sphere and provide Russia 
with sufficient leverage to dominate the whole Middle East. 

You get the perspective of these developments on page 5. 








What Russia didn't expect is this..... 

U.S., or at least the highest officials, are taking a strong line 
all across the board--on Yugoslavia, Trieste and Turkey. 

American attitude is deliberately described as unshakably firn. 

otanding up to Tito over American fliers shot down by Yugoslavs 
is part of the policy, but only part of much broader decisions. 

Trieste is not to be allowed to slide into Yugoslav possession. 

Dardanelles is to be kept open, free of Russian bases, at the risk 
of an open break between Washington and Moscow. 

Turkey is to remain independent of Russia if U.S. view prevails. 




















If Russia persists in pushing ahead....e. 

Issue of aggression is certain to test strength of U.N. machinery. 

United Nations then may crack and be reorganized without Russia. 

World split would align one part with U.S., another with Russia, 
each highly competitive and heading toward armed conflict later. 











(over) 
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(Continued) 


With such uncertainty existing..... 

Atomic bomb is not to be outlawed, is not to be given up by U.S. 

Russia won't agree to U.S. terms for controlling atomic energy. 

U.S. rejects Russian ideas as lacking in effective safeguards. - 

Wide gap in viewpoints stymies Atomic Energy Commission, sitting 
under U.N. auspices, leaves nine members lined up with U.S. and only 
Poland to join Russia in bringing in a minority recommendation. 











These economic factors are showing up in Europe..... 

Britain is boosting her exports above prewar levels but isn't 
coming anywhere near closing the gap with import requirements. 

Trade deficit for Britain in 1946 now equals 700 million dollars. 

France is suffering from a larger trade deficit, is now deciding 
to limit imports more stringently, to step up a drive for sales abroad. 

Export goal for France in first half of 1947 is half a billion 
dollars, approximately as much as estimated sales for all of 1946. 

In general, the pace of European recovery is slow and hesitant. 
You get the significance of this uneven progress ina story on page 20. 














In other fields of immediate interest..... 

Britain is forced to back up and start dealing again with Egypt. 

Egypt is unwilling to agree to a defensive alliance with Britain 
in return for withdrawal of troops from Egyptian soil. 

setback for Britain coincides with growing crisis in Palestine, 
tends to weaken bargaining power exerted by Britain among Arabs. 

You get an analysis of the military scene in Palestine on page 7. 











India is hesitant to put much confidence in a Hindu-led cabinet 
being established under Viceroy Wavell as a temporary government. 

Nehru, the Hindu leader, is largely responsible for the cabinet, 
but is handicapped by refusal of Moslem politicians to co-operate. 

Independent Moslems are to occupy five seats in Nehru's cabinet, 
but none commands an organized following such as Jinnah's movement. 

Slaughter in Calcutta, arising from friction between Moslems and 
Hindus, is a constant reminder of the underlying tension. 

Jinnah's advisers are counseling him to pursue a quiet course in 
the belief Nehru's cabinet will fall for lack of popular support. 

















In the Western Hemisphere there is new interest in Mexico..... 

Henry Wallace, U.S. Secretary of Commerce, is to visit Avila 
Camacho, retiring President of Mexico, is to repeat his 1940 call. 

Significance of Wallace's visit lies in the fact that elections 
recently held under Avila Camacho to select his successor are disputed 
as fraudulent by Ezequiel Padilla, an unsuccessful candidate. 

Arrival of Wallace tends to show U.S. satisfaction with legality 
of election in which Miguel Aleman was chosen as President. 

Aleman now expects to make a trip to U.S. before his induction 
as President of Mexico on next December l. 
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U. 8. DISPLAYS FORCE IN EUROPE 
TO CHECK RUSSIAN EXPANSION 


Diplomatic moves and fleet serve 
warning. Other nations wait for 
Big Two to reach an understandin g 


Reported from PARIS, BELGRADE, 
TRIESTE, ISTANBUL and WASHINGTON 


The United States now is making 
her largest show of force in Europe since 
the war ended. 

This is being done by diplomatic 
notes calling Yugoslavia and Poland to 
account for policies the U.S. does not 
like, by diplomatic action asserting an 
American interest in control of Europe’s 
waterways, particularly the Dardanelles, 
and by sending the largest U. S. fleet in 
peacetimes into the Mediterranean. 

The objective of all this American 
action is to check Russian expansion. 
What is happening is. a U.S. attempt to 
show Russia that the United States does 
not intend to get out of Europe. 

The course of the Peace Conference in 
Paris, in fact every major issue in Europe, 
shows the effect of U.S. demonstration. 
@ In Yugoslavia, the U.S. show of 
strength is influencing the future shape 
of Italy and the extent of Western influ- 
ence in the Balkans. 

Thomas F. Hawkins, World Report 
staff correspondent, says of the Yugoslav 
incident in a cable from Paris: 

“It is the strongest display to date of 
power politics maneuvers between Russia 
and the United States. No one regards 
Yugoslavia as anything but a medium for 
action by Stalin. Certainly this was plain 
when Foreign Minister Molotov sum- 
moned Vice Premier Edward Kardelj of 
Yugoslavia and told him to be more con- 
ciliatory toward the U. S. The Byrnes ulti- 
matum to the Yugoslav Government is a 
precise challenge to the East to co- 
operate in building a united, preferably 
a democratic, world. 

“Other nations, including Britain, are 
pretty much on the side lines momen- 
tarily, giving support to one or the other 
of the Big Two or seeking support for 
their personal desires. They will rally at 
critical moments to the nation that offers 
the most.” 


Behind U. S. firmness to Yugoslavia in 
the airplane incident lies a controversy 
over the Adriatic port of Trieste, coveted 
both by Yugoslavia and Italy. Ownership 
of the port was the chief stumbling block 
of the Conference of the Big Four For- 
eign Ministers in Paris earlier this sum- 
mer. When it was agreed to internation- 
alize the city, everyone breathed easier; 
the way was cleared for calling the 21- 
nation Conference’ in Paris. 

It turns out, however, that agreement 
cannot be reached on a statute for gov- 
erning Trieste. The same old issues are 
cropping up in a new form. The U.S. 
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makes clear her view of the difficulties in 
a note sent to Yugoslavia on May 20, 
1946, accusing Yugoslavs in Trieste ot 
subornation of the press, attempts to dis- 
credit public-order forces, propaganda 
attacks against Allied Military Govern- 
ment, incitement to unrest, intimidation 
of the local population, intimidation of 
local officials, fomenting of industrial un- 
rest, usurping functions of military gov- 
ernment, and criminal and terrorist activ- 
ities. 

Russia backs up the Yugoslavs. The 
United States, as spokesman for the 
Western nations, backs up Italy. Mean- 
while, the Paris Conference drags on 
through parliamentary wrangles while 
the other 19 nations wait for the Big 
Two to reach an understanding. The 
dispute has forced the United States to 
route its international air lines to avoid 
Eastern Europe. The U. S. is required to 
maintain troops at the head of the Adri- 
atic for an undetermined period. The 
U.S. is shut out of normal trade with 
Yugoslavia while it continues to pay most 
of the bill for the United Nations relief 
supplies shipped to Tito’s country. Such 
are the issues involved in Yugoslavia. 
q@ At the Dardanelles, an American 
demonstration of force is meant to test 
control of Europe’s waterways. 

The U. S. is a late-comer to struggles 
for power over the Straits. This shipping 
lane between Europe and Asia, flowing 
past Turkey's front door at Istanbul, has 
been regulated for years by international 
agreements in which the U. S. had no 
part. Now, however, Russia has made 
demands on Turkey and the U. S. takes 
the lead in rejecting the demands. 

The controversy centers around two 
Russian demands. The Soviet Union 
wants a new treaty governing the Straits 
tc be negotiated between Russia and 
Turkey, with Romania and Bulgaria— 
both under Russian influence—as_ the 
only other nations invited to the con- 
ference. The U.S. backs up Turkey in 
insisting that all interested nations, in- 
cluding the U.S., Britain, Greece and 
others should take part. The second de- 
mand by the Soviet is that Russia and 
Turkey should share military control of 
the waterway. The U.S. rejects this, 
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VICE PREMIER KARDELJ 
Did as Russia told him 


knowing that it would mean a Russian 
base on Turkey’s doorstep. Other Rus- 
sian requests for freedom of transit 
through the Straits for merchant ships 
and warships in time of peace and war 
were accepted by the United States at 
the Potsdam Conference in August 1945. 

What makes this a matter of still 
broader interest is that, while Russia 
seeks to control the Dardanelles, the 
U.S. at the Paris Conference is trying 
te get freedom of navigation and trade 
along the Danube River. Russia is being 
just as adamant against opening the 
Danube as the United States is firm on 
the Straits question. 

Yugoslav complaints to the United Na- 
tions that her Danube River fleet is being 
held in the American zone of Austria 
are part of the Russian-led move to play 
Soviet control of the Danube off against 
Turkish control of the Straits. 

American occupation officials are hold- 

ing on to the Danube boats claimed by 
Yugoslavia, Russia and other countries 
of Eastern Europe in order to have lever- 
age when the Danube question is dis- 
cussed in Paris. 
@ U.S. Navy power, now in the Medi- 
terranean, is on display to re-enforce U. S. 
State Department notes on the issue of 
waterways, particularly the Dardanelles. 
The aircraft carrier USS Franklin D. 
Roosevelt is showing the flag east of 
Gibraltar, while in London Admiral Marc 
Mitscher, commander of the Eighth 
Fleet, says the United States will main- 
tain an enlarged fleet in the Mediter- 
ranean for some time to come. 

Diplomats in Paris are unlikely to 
break the deadlock on freedom along 
the Danube until the Big Two reach an 
understanding on control of Europe’s 
waterways. 

@ In Poland, the demonstration by the 
U.S. toward Russia involves freedom of 
Europe's postwar elections. 
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The U.S. and Britain have told Po- 
land’s Government that they find “irreg- 
ularities” in a Polish referendum June 
30, and that parties opposing the Com- 
munists are being “oppressed” and “per- 
secuted.” The U.S. and Britain want to 
make sure that general elections in Po- 
land scheduled for November are truly 
“free and unfettered” as promised in a 
declaration at the Yalta Conference in 
1945. The Western democracies seek a 
greater voice in Poland for the middle- 
of-the-road point of view championed by 
Vice Premier Stanislaw Mikolajczyk’s 
Peasant Party. 

This Polish dispute is part and parcel 
of the argument between the United 
States and Russia over democracy in 
Eastern Europe that has been going on 
since the war ended. It is the same argu- 
ment that has kept the United States 
from recognizing Bulgaria and Albania. 
It is the same argument that caused 
the United States to say she had mis- 
givings about Tito’s policies when 
she recognized Yugoslavia back in De- 
cember 1945. 

_ This same argument finds the U. S. still 
not officially recognizing that prewar Lat- 
via, Lithuania and Estonia have been 
absorbed as Soviet republics by Russia. 

Final arrangements for Eastern Europe, 

a leading topic before the Paris Con- 
ference, are delayed while the Big Two 
try to adjust their conflicting ideas on 
how to run elections and governments 
in that part of the world. 
@ In Germany, the U.S. is using her 
strength to persuade Russia to change 
her policies which so far keep Germany 
split. 

The U. S. is taking the lead in trying 
to achieve at least economic unity of the 
four occupation zones of Germany. U. S. 
initiative is bringing the American and 
British zones together for economic co- 
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YUGOSLAVS NEAR TRIESTE 
Intimidation charged by U. S. 


operation. American officials hope this 
will squeeze the Russians into economic 
co-operation as well. 

Britain plays a second-fiddle role to 
the United States on one side of the 
German argument. France plays a second- 
fiddle role to Russia on the other side of 
the argument, while at times straddling 
issues until the bigger nations have made 
their decisions. 

Throughout the arguments over how 
to run Occupied Germany runs the same 
pattern of basic differences between 
Washington and Moscow. These differ- 
ences are delaying the payment of repa- 
rations. They are delaying economic uni- 
ty. They are delaying formation of a 
preliminary central government in Ger- 
many. In addition, they mean that the 
U.S. and Britain are shouldering a tax 
burden of two billion dollars to keep 
troops in Germany and support their 
occupation zones. Most important of all, 
these arguments between Russia and the 
United States are preventing return of 
normal boundaries, normal trade and 
normal recovery to Europe. 

Germany is another problem that will 

not be settled until the Big Two can 
reach some agreement. Any peace con- 
ferences, called before the Big Two 
agree, are likely to skirt the basic ques- 
tion of unsettled Europe. 
@ All these issues in which the United 
States is exerting pressure, have a very 
direct effect on the Paris Peace Confer- 
ence. In his report from Paris, Corre- 
spondent Hawkins sums up the situa- 
tion this way: 

“The U.S. is going to put on increas- 
ing pressure to gain her objectives at 
the Peace Conference over Russian ob- 
jections. Peace is still a possibility and a 
probability for now, but nothing devel- 
oped at this Conference warrants an 
optimistic view for lasting peace.” 
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PALESTINE VIOLENCE 
FORCES BRITISH HAND 


With peace apparently unattainable, 
choice must be made between 
war with Jews or war with Arabs 


Reported from JERUSALEM, 
LONDON and WASHINGTON 


Great Britain’s decisions on Pales- 
tine now are being influenced by the 
threat of an outbreak of guerrilla war- 
fare throughout the Holy Land. 

Forces of the Jewish underground 
already have opened their military cam- 
paign to win admittance of 100,000 
refugees. The Arabs, who also are armed, 
are ready for similar measures if Britain 
yields to Zionist demands. 

Jewish leaders heretofore have 
opposed violence, but extremists are 
winning support for their view that 
force alone can change British policy. 
A full-scale Zionist revolt, backed by 
all of Palestine’s 600,000 Jews, is a 
possibility. 

Britain is weighing the cost of Jewish 
violence against the risk of an Arab up- 
rising as she evaluates the armed strength 
of the two factions. 

@ The Jews offer the major immediate 
threat to the British position. 

Five British divisions, totaling almost 
80,000 men, have been unable to halt 
attacks by extremists of the Irgun Zvai 
Leumi and the Stern group, which num- 
ber less than 5,000 men. 


Now the Haganah, the main Jewish 
army of the underground, threatens to 
throw 65,000 trained men into the bat- 
tle. Its Palmach, a striking force of 2,000 
commandos, already is engaged in aiding 
illegal immigration and fighting deporta- 
tions. 

As warnings of what may come, the 
Palmach has carried out a number of 
major acts of sabotage. One attack at 
night blew up the Palestinian Railway in 
151 places. Another smashed eight road 
and rail bridges simultaneously. 

World Report Staff Correspondent 
Edwin J. Drechsel cables from London 
that British officials believe Palestine’s 
Jews “could mobilize 100,000 men, in- 
cluding 24,500 territorial police and 
25,000 veterans of the Libyan, Syrian, 
Greek and Italian campaigns of World 


War II.” Modern arms and officers who 
have handled units up to brigade size 
are available. 

@ The Arabs have no comparable train- 
ing, equipment or organization in Pales- 
tine. But a general strike of the Holy 
Land’s 1,100,000 Arabs, similar to those 
called during the uprisings of 1936 to 
1939, could paralyze the country. Own- 
ership of arms is widespread. Guerrilla 
bands could duplicate their tactics of 
1938 when 5.708 acts of violence were 
committed. 

Help from the seven countries of the 
Arab League, according to Drechsel, 
“would be greater than during the pre- 
war revolt. It would take the form of 
money, arms and irregular troops smug- 
gled across the border.” 

@ The British have almost a quarter of 
a million troops tied down in the Middle 
East, including 100,000 in Egypt, a di- 
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vision in Iraq, and other units in Cyprus, 
Greece, Libya and the Red Sea area. 
But troops and repression, as the Nazis 
learned in Europe, cannot destroy a 
resistance movement supported by the 
bulk of the population. 

Arab and Jewish revolts eannot drive 

the British out of the Middle East, but 
they could halt British demobilization, 
interfere with vital supplies of oil and 
block Britain’s effort to establish new 
bases in Palestine to cover the projected 
withdrawal from Egypt and the Suez 
Canal Zone. 
@ Soviet pressure, Britain feels, would 
be sure to follow neutralization of British 
forces in the Middle East by full-scale 
uprisings of Jews or Arabs. More than 
a million Soviet troops are in the Balkans. 
Britain fears these troops may be used 
to support Russian demands on Turkey 
for border provinces and Dardanelles 
bases. New demands might be made on 
Iran for oil and access to the Persian Gulf. 
Meanwhile, Soviet propaganda and 
money might give aid to Arab revolts. 

A political solution to the Palestine 
problem through partition of the country 
is sought by Britain as a way out. But par- 
tition is rejected by the Arabs and any 
solution that does not provide a Jewish 
state was rejected by the Zionists in Paris 
last week. 

With compromise impossible for the 
present, Britain is being forced to pick 
either the Arab or the Jewish side. Her 
evaluation of the armed strength of the 
two factions will play an important part in 
her decision. 
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London must decide which of two guerrilla armies would be the weaker 
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NEW U.S. PATTERN FOR BUSINESS 


DEPENDS ON PEACE CONFERENCE 


Program awaits signal from Paris. 


Hull-Clayton schedule is designed 


to remove barriers to free trade 


Fate of American proposals to 
stimulate expansion of world trade hangs 
on the outcome of the Peace Conference 
at Paris. 

If the Paris Conference fails to 
write workable peace treaties, the Amer- 
ican trade proposals may have to be 
abandoned. 

If something that looks like peace 
comes out of Paris, however, U.S. offi- 
cials are prepared to push ahead with 
their program despite all other obstacles. 
A timetable for international action on 
the program has been drawn up. It will 
go into effect if and when Paris gives 
the signal. 

First move on the timetable is sched- 
uled for October, when representatives 
of 18 nations are to meet in London. 
Purpose of this meeting is to agree on the 
scope and procedures of the international 
trade organization that is proposed by the 
United States. But even this meeting 
hinges on developments at Paris. A short- 
age of United Nations secretariat and 
interpreters, for one thing, may postpone 
the London trade conference. Failure at 
Paris would make a world conference on 
trade of little more than academic interest. 

In Washington, this is the way top 

officials see the situation: 
@ Absence of peace in countries like 
Italy and Austria, not to mention Ger- 
many, means economic as well as political 
uncertainty. An Italian Government, for 
example, trying to govern by courtesy of 
the Allies has little power and an un- 
certain future. Economic controls are 
feeble, inflation dominant, production, 
employment and trade hemstrung. 

Result is that U. S. capital, as well as 
other idle capital actively looking for 
employment, refuses to move into such 
areas. The risk of loss is too great. 
Chances for repayment, through expand- 
ing production and trade, seem poor. 

Consequence, in such an area, is a 
dwindling hope for economic help from 
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abroad, and a desperate resort to meas- 
ures designed to lift the country by its 
own economic bootstraps. Effect of these 
measures is to restrict international trade 
and to make even more difficult than at 
present the U. S. program for freedom 
of world trade. 

@ The U.S. program is a bold attempt 
to recapture for world trade the economic 
freedom it had before World War I. 
Authors of the program, notably William 
L. Clayton, U. S. Undersecretary of State 
for Economic Affairs, and former Secre- 
tary of State Cordell Hull consider the 
years before World War I as the most 
recent period in which world trade had 
the kind of freedom necessary for growth 
and prosperity. 

The Hull-Clayton program, attempting 
to profit by the mistakes of the past, is 
built around these proposals: 

Tariffs that reduce the volume and 
value of world trade are to come down. 
The American policy of negotiating tariff 
reductions, a policy begun by Hull in 
1934, is to be intensified. Preferences on 
tariff rates between countries, as in the 
British Commonwealth, are to be reduced 
or abolished. 

Quotas which put a quantitative limit 
on a country’s exports and imports are to 
be outlawed. Goods can come in over a 
tariff, at a price, but not over a quota 
that flatly limits quantities. The U.S., 
therefore, would outlaw quotas, except in 
emergencies approved by the interna- 
tional trade organization. 

Internal devices having the restrictive 
effect of tariffs or quotas are to be aban- 
doned. A requirement that imported 
goods pay higher internal fees or trans- 
port charges than goods domestically pro- 
duced would be eliminated. 

Subsidies tending to reduce imports 
or increase exports unfairly, at the cost 
of other countries’ producers, would come 
under the supervision and control of the 
international trade organization. Such 


bounties as the present U. S. export sub- 
sidies on wheat and cotton would not be 
allowed to increase the U.S. share in 
wheat and cotton exports. 

State trading, which pits the combined 
power of a nation against the divided 
strength of private exporters or importers 
in other countries, would be subject to an 
international code of fair-trade practice. 
Aim is to get agreement from a country 
like Russia, which is all-out for state 
trade, as well as Britain, where state 
trading is limited to certain commodities, 
to operate under some rules. 

Private cartels would come under the 
ban of the international trade organiza- 
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SECRETARY WALLACE 
Differ on World Food Board 





tion if they operated to restrict produc- 
tion and world trade, or restrained the 
application of new scientific knowledge. 
Action against cartels would have to be 
taken both by the individual countries 
and the international agency. 

Over-all purpose of the Hull-Clayton 
program is to guarantee to all nations the 
right of equal access to markets and raw 
materials. This purpose grows out of the 
basic assumption that economic freedom 
in international relations is the best guar- 
antee of higher production, full employ- 
ment and a rising standard of living 
throughout the world. 

What Hull and Clayton see around 
them in the world today, however, is 
tar different. Tariffs and quotas are high 
and universal. Subsidies and preferences 
are common. State trading is the rule 
in much of Europe, is even practiced by 
the U.S. in buying strategic materials 
and in trade with occupied areas. Trade 
is used as a political weapon more or 
less openly by certain countries. Bilateral 
deals are negotiated, as by Britain for a 
large share of the Canadian wheat crop, 
which for four years cuts that much 
trade out of the world market. The 


principle of equal access to all markets, 
and the practice of multilateral, as op- 
posed to bilateral, trade are in abeyance. 
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WHEAT SHOCKS AND PLANT AT EDMONTON IN CANADIAN BREADBASKET 


Officials in charge of the U.S. pro- 
gram are aware of all this, but attribute 
much of it to the economic defenses of 
wartime and to the present world short- 
age of goods. As wartime conditions dis- 
appear, and surpluses replace shortages, 
the expectation is that the world will be- 
come deeply interested in trade rules 
and a world organization of the sort 
proposed by the United States. 

@ A beginning has been made by the 
U.S. She has proposed the international 
trade organization, pledged herself to 
support it, and obtained at least the pre- 
liminary support of the United Nations. 
Great Britain and France have approved 
the idea publicly. Belgium, the Nether- 
lands and other nations are known to 
favor it. Next steps, under the sponsorship 
of the United Nations, involve the tedious 
and time-consuming tasks of defining the 
scope and procedure of the proposed in- 
ternational trade organization, drafting a 
charter, and finally organizing the world 
agency. If all goes well, the new organi- 
zation may meet for the first time a year 
from now and get into operation in 1948. 

As bargaining power, calculated to in- 
duce wider support for the new agency, 
the U. S. can rely not only on dollar 
loans but also on future trade agreements. 
Present plan is to negotiate reciprocal 
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trade agreements, simultaneously, with 
the same nations invited to attend the 
preliminary trade meeting in London this 
autumn. But final approval by the U. S. 
of such trade agreements could be con- 
ditioned on adherence to the proposed 
agency. 
@ Obstacles in the way of the U.S. 
program for freer trade are many and 
large. Within the United States, produc- 
ing interests will oppose tariff reductions 
on many commodities and argue for big- 
ger export subsidies. There will be differ- 
ences of opinion over proposed interna- 
tional commodity boards and pools, such 
as the projected World Food Board. U. S. 
Secretary of Commerce Henry A. Wallace 
publicly favors something of this sort. 
State Department officials fear that it 
would violate the Hull-Clayton program. 
Outside the U. S., nations which prac- 
tice state trading are likely to be skeptical 
of any proposals that would clip their 
wings. Undeveloped countries, hoping for 
industrialization, will argue their need of 
high tariffs to protect infant industries. 
Biggest obstacle of all, though, is the 
difficulty in arriving at a peace settlement 
for the world. As one U. S. official puts 
it: If you can't have peace, what differ- 
ence does it make whether or not you 
have trade? 
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Britain’s bilateral deal for Dominion’s grain is contrary to U.S. proposal 
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ARGENTINE ECONOMY SUBJECTED 
TO FULL CONTROL BY GOVERNMENT 


Peron regime is enabled by new law 
to regulate all phases of production, 
distribution, consumption and pricing 


Reported from BUENOS AIRES 
and WASHINGTON 


Argentina’s entire economy now 
is subject to Government control. 

A law just passed by the Argen- 
tine Congress enables President Juan D. 
Peron to regulate the production, distri- 
bution, consumption and prices of com- 
modities and services. These powers are 
to continue in effect until his term expires 
in 1952. 

This statute, one of the most sweeping 

economic measures adopted by the Ar- 
gentine Government, is to affect the 
character and volume of the nation’s 
trade with other countries as well as her 
internal commerce. 
@ “Price control is the surface ob- 
jective of the new statute,” Bernard S. 
Redmont, staff correspondent of World 
Report in Buenos Aires, reports by wire- 
less. “Called the Maximum Price Law, it 
tacitly admits that the Government has 
failed in its campaign to force down 
rising prices. During that campaign, 
which Perén called the “Battle of the 
Sixty Days, the Government issued a 
price-fixing decree nearly every day, but 
the man in the street and the housewife 
regard the movement as a failure. 

“On the whole, stores and markets 
simply disregard most ceiling prices. The 
black market is still going strong. If any- 
thing, the principal effect has been a 
further rise. Some prices have come 
down in a few stores, but these are “‘win- 
dow-dressing’ prices. They are a small 
fraction of the whole picture. 

“Maximum and minimum prices may 
be set by the Government under the new 
law. Thus, the law may be used to raige, 
as well as to lower, the cost of living. 
It permits the Government to step in at 
any stage in the production or distribu- 
tion of goods. 

“Scope of the law is almost unrestrict- 
ed. It covers ‘all raw materials and man- 
ufactured goods, foodstuffs, clothing, 
housing, construction, lighting, heating 
and any others which affect living or 
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working conditions and the transport of 
such things.’ 

“One clause provides that the law 
affects ‘any product of any kind’ for 
which the Government ‘fixes prices, sub- 
jects to rationing or declares critical or 
scarce in the country, whether of nation- 
al or foreign make.’ 

“Congress, in short, has given the Ex- 
ecutive Department the authority to de- 
termine what products or merchandise 
are to be affected by the law. 

“Another clause gives the Executive 
Department power to ‘establish rationing 
regulations, regulate manufacture, trans- 
port, supply, use, distribution and con- 
sumption.’ This means that goods may be 
regulated, not only in production and 
sales at each level, but even in use. 

“In other words, the Government can 
tell each factory what it can use and 
what it may or may not produce, and 
what can be transported or not, and who 
is to consume what. 

“Customs duties can be lowered or 
eliminated by executive action. Thus, 
the Government may virtually eliminate 
certain industries and favor others by the 
manipulation of custom duties. 

“Another paragraph in the law pro- 
vides for the ‘creation of registers of per- 
sons or entities covered by the disposi- 
tions of the law; the establishment and 
verification of stocks; verifications of ori- 
gins and costs; making forcible entries; 
demanding the exhibition of books and 
papers; disposing, summoning and exer- 
cising as many more acts as integrate the 
aforementioned powers and all the re- 
sources which assure the observance of 
this law.’ 

“This forcible entry provision is given 
not only to the Federal Government but 
also to provincial governments on any 
products where the Federal Government 
has not taken action.” 

Penalties are provided for any person 
who commits any act, or omission, that 


tends to produce an artificial increase of 
prices or a scarcity. These penalties range 
from fines to six years in prison. 

qj] Businessmen are becoming concerned 
about the effects of the law on their 
operations. 

A provision that the Government can | 
seize all raw materials is seen by busi- 
nessmen as a possible handicap to pro- 
duction. 

The special bookkeeping and reports 
of various kinds that are to be required 
may necessitate the hiring of additional 
help, thus increasing the cost of doing 
business. 

The inspections and summonses au- 

thorized by the law are viewed as inva- 
sions of privacy and causes of annoyance 
and interruptions of work. Moreover, 
businessmen question the law’s work- 
ability, because of the number of inspec- 
tors that would be required to insure 
general compliance. 
@ Import trade, already controlled by 
the Central Bank through its power to 
regulate exchange, is to be subjected to 
further Government influence under the 
price law. 

Tariff reductions are likely on non- 
competitive imports that are needed bad- 
ly, such as machinery and motor ve- 
hicles. These reductions are expected to 
stimulate imports and they may increase 
profits unless they are offset by decreases 
in selling prices. 

Imported goods and those of the same 
type produced domestically may be sold 
for different prices under the law. These 
price differentials, if great enough, can 
curtail the demand for imported goods. 

Exports are to be affected less than 

imports, because the Government already 
fixes the prices of Argentina’s principal 
exports. 
@ Government direction of the nation’s 
economy is the objective of the Maxi- 
mum Price Law and of other steps taken 
by the Government in recent weeks. 
These steps include the withdrawal of 
the legal status of the Union Industrial 
Argentina (the equivalent of the Nation- 
al Association of Manufacturers in the 
U.S.), the establishment of controls 
over the Engineers’ Association and over 
a packinghouse union, and the threat of 
other regulatory actions. 

These recent steps dovetail with ac- 











tions taken earlier at Perén’s instigation 
by the Administration of President Edel- 
miro #arrell. These actions include: 

Conversion of lapor unions into 
official groups controlled by the 
Ministry of Labor and Social Wel- 
fare. 

Intervention in collective bargain- 
ing. 

Establishment of Government 
monopolies in the grain trade. 

Nationalization of the Central 
Bank, with resultant control by the 
Government over loans, interest 
rates, exchange and the opening of 
branch banks. 

Creation of a Government mo- 
nopoly in the field of reinsurance 
and the regulation of insurance op- 
erations. 

q] Passage by Congress distinguishes 
the Maximum Price Law from other 
economic measures that came into being 
through executive action of the Argen- 
tine Government alone. 

The Senate wanted an even more 
drastic law on prices, one with what a 
Senator called “claws and teeth,” but 
the Senate was prevailed upon to with- 
hold its ideas in order to insure speedy 
passage. 

In the Chamber of Deputies, the meas- 
ure encountered opposition on the part of 
48 members. One opposition spokesman 
declared that, under the law, “economic 
dictatorship is created and total control 
of production, industrialization, business 
and consumption is handed over to the 
Executive Department.” All the country’s 
inhabitants, he added, “are to be strictly 
controlled in their most elemental activi- 
ties.” 

Administration deputies defend the 
law as a necessary intervention by the 
Government in private business. One 
influential deputy declared that “inter- 
vention by the State in the direction of 
economy is a fact in all countries, totali- 
tarian or not.” He said the law combines 
the best ideas of Bernard Baruch and 
Leon Henderson, with Argentine modi- 
fications. 

The opposition fought the clause fix- 
ing minimum prices, favored the elimi- 
nation of sweeping powers for the Ex- 
ecutive Department, and tried to restrict 
the number of commodities involved, to 
cut the life of the law from six years to 
one and to reduce the penalties. All these 
attempts at modification failed. 

Extent to which Perén will employ his 
new powers has not yet been disclosed. 
Congress's fast action indicates the 
strength of his legislative backing. With 
prices rising despite increased imports 
and the “Battle of the Sixty Days,” early 
use of at least part of the provisions is 
expected. 

In view of the general trend of the 
Government's economic policies, use of 
the law may be broad and may extend 
throughout Perdén’s term. 
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SALES OF HOMEGROWN FOODSTUFFS 
All come under provisions of the Maximum Price Law 
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MORE MONEY IS VOTED 
FOR U.S. DIPLOMATS 


Quality and scope of service to 


be increased to cope with added 


problems overseas since the war 


U. S. diplomats are now to be on 
an equal footing with the ambassadors 
sent abroad by Great Britain and Russia. 

Salaries and allowances of Amer- 
ica’s top diplomats for the first time are 
to match those of other great powers. 
Staffs at U.S. embassies around the 
world are being increased in size. 

Quality and training of the men 
who assist American ambassadors and 
ministers are to be improved. Scope of 
the United States overseas service is 
broadening out to deal with America’s 
postwar job. 

These are the results of a new law 
which the U. S. Congress passed, without 
debate, shortly before adjournment. The 
law comes in answer to years of complaint 
both from diplomats and outside observ- 
ers. It is the first legislation of importance 
to affect the diplomatic service since 
1924, the first salary raise for ambassa- 
dors since 1855. 

Even before the new law can take 
effect, however, the men it is to benefit 


are in trouble. The career men who form 
the mainstay of the U. S. diplomatic corps 
are again accused of sabotaging presi- 
dential policy. A few months ago, former 
Ambassador Patrick Hurley declared that 
certain career Officials were perverting 
the President’s policy in China by siding 
with the Communists. This time, the 
career men are accused by Bartley C. 
Crum, former member of the Anglo- 
American Palestine Committee, of -scut- 
tling President Turman’s policy favoring 
admission of 100,000 Jews into Palestine. 
Crum says the career men are secretly 
supporting the British and the Arabs 
against the Jews. A congressional investi- 
gation is threatened. 

No congressional revolt is expected, 
however, to upset the legislation recently 
enacted to expand and improve the dip- 
lomatic service. As it stands, and provided 
Congress appropriates the money to fi- 
nance it, this law is a recognition that 
diplomacy of the old school is no longer 
adequate. Something new is needed. 


@ Scope of the U.S. diplomatic service 
of the future, therefore, is to be as wide 
and as varied as U.S. interests abroad. 
Since the U.S. now occupies a key role 
in world affairs, its interests reach every 
corner of the globe. 

Basic job of the diplomat, as always, 
remains the twofold one of reporting the 
world to his government and representing 
his government to the world. But many 
new skills, alien to the popular notion 
that diplomats all wear striped pants and 
spend their time at cocktail parties, are 
called for. 

Trouble abroad, whether political or 
economic, puts a premium on swift and 
competent reporting by U.S. observers. 
U.S. policy toward Yugoslavia, or China, 
depends primarily on the facts and in- 
terpretations sent to Washington by 
diplomats in the zone of trouble. The 
more trouble there is in the world, the 
more important this reportorial job of the 
diplomat becomes. 

Stating the U.S. position to another 
country, which is the other side of the 
diplomat’s job, likewise grows in impor- 
tance when there is trouble in the world. 
Traditionally, diplomats are close 
mouthed. During the war, however, many 
U.S. ambassadors discovered that trained 
press and radio experts could be useful 
in reaching people with the U. S. story. 
Result is that the new diplomacy in- 
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cludes a new species of career man, the 
information specialist. 

Trade, always an important assignment 
of the U.S. diplomat, is becoming both 
more important and more complicated. 
Aggressive drives by Britain and Russia 
for trade in Western Europe and in Latin 
America have stirred the interest and 
concern of American business. At the 
same time, a legacy of wartime restrictions 
and barriers hampers trade and baffles 
businessmen. The diplomats are called on 
to guide traders through the maze of 
restrictions and assist them in meeting 
rising Competition. 

To do this job, businessmen think a 
new kind of diplomat is needed. Business 
organizations ask that the U. S. diplomatic 
service put more emphasis on trade and 
other economic duties. They recommend 
recruiting of men with more experience in 
American business. They ask that com- 
mercial attaches be given the rank and 
status of regular career officers. Now 
American business interests, through the 
Department of Commerce, are to have a 
voice in determining the policies and per- 
sonnel of the United States diplomatic 
service. 

New U.S. interests in petroleum, in 
shipping and air transport, in world agri- 
culture and mineral resources, add fur- 
ther to the responsibilities of American 
diplomats. Much of the American inter- 
est in the Middle East concerns oil, an in- 
terest sure to grow as U.S. domestic oil 
reserves dwindle. America’s huge ship- 
ping fleet, and her civil aviation industry, 
look to the diplomats to open up new 
opportunities abroad. American farmers 
rely on diplomatic reports from abroad 
for firsthand information on future de- 
mand for U.S. farm products. A U.S. 
growing short of many minerals, and un- 
easy about supplies of uranium available 
elsewhere, must rely on diplomats sta- 
tioned abroad for the facts on world 
resources. 

The U.S. career diplomat, in conse- 
quence, has either to be an expert on 
everything or rely increasingly on expert 
assistance. What is happening is that ex- 
perts in commerce, in agriculture, in pe- 
troleum, in minerals, in finance and in 
transportation now are swelling the ranks 
of U. S. diplomats. 

Membership in the United Nations and 
its several subsidiaries adds a major bur- 
den on the U.S. diplomatic service. 
Herschel Johnson, a career man and for- 
merly United States Minister to Sweden, 
is now acting U. S. delegate to the United 
Nations. Other key spots in United Na- 
tions organizations, where knowledge of 
international relations and U.S. policy 
is important, are filled by men who 
otherwise would be working in embassies 
abroad. 

To match these new responsibilities, 
higher salaries and allowances for more 
and better personnel now are to be pro- 
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U. S. Ambassador’s $65,000 a year now approaches Briton’s $70,000 


@ Salaries are to rise from a 90-year ceil- 
ing of $17,500 for ambassadors in major 
posts to a new ceiling of $25,000. Top 
salaries will go to diplomats at the most 
important posts, lower salaries to diplo- 
mats at less important posts. Thus, the 
U.S. Ambassador at London will rate the 
top of $25,000; the Ambassador at Rome 
$20,000; Cairo, $17,500, and a less im- 
portant post such as Managua, Nicaragua, 
$15,000. 

Higher salaries also are to be paid to 
the career men who serve under the am- 
bassadors and ministers. Ceiling in this 
category goes up from $10,000 to $13,- 
500. 

These raises, when they actually take 

effect, will put U.S. diplomatic salaries 
above the salaries of most British diplo- 
mats, and well above salary levels of 
other countries. It is the combined total 
of salary plus allowances; however, that 
counts. On this basis, the diplomats of 
Britain, Russia and of many smaller 
powers have long had an advantage over 
American representatives. 
@ Allowances are therefore to be in- 
creased even more sharply than salaries. 
The U.S. Ambassador to London, for 
example, up to now has had a salary of 
$17,500 a year and allowances that bring 
the total up to about $30,000. Under the 
new system, the American Ambassador at 
the Court of St. James’s is to receive a 
salary of $25 000, plus allowances suffi- 
cient to make a grand total of about 
$65,500. This is within reaching distance 
of the $70,000 currently available to the 
British Ambassador at Washington. 

As a result, the American Ambassador 
at London no longer will need to use his 
salary and private funds to finance en- 
tertainment and hospitality considered a 
necessary part of a diplomat’s job. Many 
U. S. ambassadors, as well as diplomats of 
lower rank, have found it necessary to 





divert a third of their salaries to official 
entertaining. . 

Further result of the increased salary 
and allowance for U.S. diplomats is to 
make the appointment of wealthy men as 
ambassadors less necessary. For genera- 
tions, presidential appointments have 
often gone to men whose wealth had 
contributed to the success of the political 
party in power. Reason usually given was 
that a poor man, however able, could not 
afford to take the post. Now, it is agreed, 
the new law makes it possible to appoint 
ambassadors wholly on the basis of 
ability. 

@ Staffs to man U.S. posts abroad are 
to be larger as well as better paid. The 
U.S. career service, which numbered 
only 470 before World War I and 720 
before World War II, and now totals less 
than 900, is scheduled to reach 1,280 
next year, 1,500 the year after. This total 
is to be supplemented by 1,600 Govern- 
ment employes also attached to U.S. 
embassies but outside the regular career 
service. 

@ Quality of the career service is to be 
improved by the infusion of new blood, 
by special training on the job and by re- 
tirement of the unfit. It is to become 
easier for qualified men, particularly men 
with years of experience in business and 
specialized skills, to become members of 
the career service. A staff school com- 
parable to the Army and Navy command 
schools is in prospect to provide intensive . 
training for diplomats in the suddenly 
expanded scope of their jobs. Career men 
who fail to win promotions, within a pre- 
scribed time, are to be retired. 

What all these reforms and improve- 
ments in the United States diplomatic 
service reflect in total, is recognition by 
Congress of the scope and difficulty of 
the new role of the United States in 
world affairs. 
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THREE POWERS RACE 


TO PERFECT ROCKETS 


Russia, Britain and U.S. working 
at top speed to develop German 


designs for ‘push-button’ warfare 


Reported from LONDON, 
BERLIN and WASHINGTON 


Weapons guided by remote con- 
trol now are far more powerful, more ac- 
curate and deadlier than they were when 
the war ended a year ago. | 

Research in push-button warfare, 
both for attack and defense, is going 
ahead in Russia, Great Britain and the 
United States. Rockets powerful enough 
to cross an ocean and land in any desig- 
nated city are a probability of the im- 
mediate future. 

Rockets passing over Sweden now give 
an indication of the scope of Russia's 
experiments with guided missiles. The 
rockets seen by Sweden are fired by Rus- 
sian engineers who took over the German 
experimental stations along the Baltic 
Coast. They are continuing the practice 
of the Nazis in firing test rockets over 
the Baltic Sea. During the war, most 
German rockets failed to reach the 
Swedish coast. Now, rockets are passing 


over Stockholm, nearly 500 miles from 
the firing sites. Military authorities be- 
lieve much greater distances have been 
achieved. 

@ What Russia is doing at Peenemiinde 
is a closely guarded secret. The Russians 
recently blocked a U. S. proposal in the 
Allied Control Council in Berlin to make 
a four-power investigation of the status 
of German armaments. The Allies agreed 
at the Potsdam Conference to remove all 
munitions plants from Germany. Recent 
reports from London, however, indicate 
that V-1s and V-2s still are being manu- 
factured in considerable quantities by 
factories in the Soviet zone. 

The rockets streaking over Sweden 
may be directed at the barren Kola 
Peninsula, 1,130 miles to the northeast 
over the Baltic Sea. Those which have 
landed in Sweden probably are misfires 
or booster rockets. 


The secrets of Russian research have 
been fairly well kept until now. Sweden 
has lacked radar with which to locate 
the launching site. Now Britain is to 
send the Swedes radar equipment and 
will furnish personnel to operate it. Such 
instruments can plot the course of the 
missile, giving an indication of the range 
and speed. 

Russian accomplishments remain to be 
discovered. Intelligence experts believe 
the Russians may have completed a 
combination flying bomb and _ rocket 
started by the Nazis. There is also the 
possibility that the Soviet engineers and 
their German assistants have developed 
a greatly improved version of the V-l. 

Russia, like Britain and the U. S., was 

far behind Germany in developing long- 
range rockets for effective military use. 
The Red Army used massed batteries of 
small-scale rockets to throw back the 
Germans at Moscow and Stalingrad. 
Like Great Britain, Russia made con- 
siderable use of rockets as antiaircraft 
weapons. 
@ The survival of Britain in the event 
of another war may depend largely upon 
the ability of British engineers to develop 
a defense against rockets. The British 
realize from World War II experience 
that guided missiles from an enemy- 
held European coast can devastate a 
considerable part of the British Isles. 
British engineers are working on the 
development of an antiaircraft rocket of 
German design, capable of being fired 
ten miles into the air. This defensive 
rocket is equipped with radar which di- 
rects it to the target. 
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British experiments on commercial use 
of rockets are advancing. A rocket of 
sufficient range and accuracy to carry 
mail and freight from London to New 
York already has been designed. Tests 
of British rockets are being conducted in 
isolated regions of the Australian desert. 

U.S. rockets also are being launched 
in remote areas. Experiments are now 
being carried on with German rockets in 
the New Mexican desert. Data is being 
accumulated on the speed, trajectory and 
effect of varying weather conditions. Val- 
uable scientific information on conditions 
in the stratosphere and ionosphere is be- 
ing recorded. American engineers also 
are working on methods of intercepting 
rockets. 

The U.S. already has improved upon 
German rockets. A motor one third more 
powerful than that used in the German 
V-2 has been developed. A rocket de- 
signed to intercept and destroy enemy 
rockets has been completed. Other guided 
missiles are being tested. Two unmanned 
Flying Fortresses recently flew 2,500 
miles, demonstrating the possibilities of 
pilotless air fleets. At Bikini, drone planes 
flew through the deadly radioactive cloud 
and emerged unscathed with valuable 
scientific data. 

Both the U.S. Army and Navy will 
continue research in guided missiles in 
more isolated areas. There are cities with- 
in 200 miles of the New Mexican testing 
points. The experiments in New Mexico 
have been conducted with radio-con- 
trolled rockets shot straight up into the 
air. New tests are to be made with 
projectiles to determine what horizontal 
range can be reached. These tests may 
be held on a Pacific island thousands of 
miles from civilization. 
€| Guided missiles of German design are 
the models being used in current experi- 
ments by the Big Three. Two types of 
German rockets had been effectively em- 
ployed against Allied targets before the 
war ended, but Hitler’s technicians were 
working on several improvements. 

These are the outstanding rockets de- 
veloped by the Germans: 

Flying bombs known as V-ls were 
first employed against England a week 
after the invasion of Normandy. These 
winged missiles are launched from ramps 
and travel at an altitude of about 2,000 
feet at speeds up to 400 miles an hour. 
The original flying bomb used by the 
Germans has a range of about 200 miles, 
but later versions were able to go 400 
miles or more. 

V-2 rockets were fired by the Germans 
both against London and the Allied sup- 
ply port of Antwerp. These 13-ton mis- 
siles traveled faster than sound, reaching 
speeds estimated at 3,400 miles an hour. 
Big cities furnish the primary targets for 
V-2s. At 200 miles, V-2s can be made to 
land in a 10-mile circle. 

The effectiveness of flying bombs and 
rockets against cities can be judged from 


the damage done in London and Liége, 
two of the principal targets. In London, 
30,392 persons were killed or seriously 
injured and 1,104,000 houses destroyed 
or damaged by these missiles alone in a 
period of three months. In the same 
length of time, 66 per cent of the houses 
in Liége were made uninhabitable. 

A combination of the flying bomb and 
the rocket was near completion when the 
war ended. This 140-ton projectile is 
equipped with wings which enables it 
to glide in the stratosphere at a speed 
calculated as high as 8,000 miles an hour. 
It is lifted to this altitude by another 
rocket weighing about 85 tons. The 
booster rocket drops off when it is ex- 
pended and the main rocket is directed 
toward the target by radio. The estimated 
3,000-mile range of this rocket would 
enable it to hit New York from a point 
in Europe. 

Orbit rockets were also considered a 
possibility by the Germans. In theory, 
these missiles could be lifted to altitudes 
of 100 to 200 miles by booster rockets, 
and could glide indefinitely on an orbit 
around the earth. 

@ German technicians still are working 
on newer and better rockets. Most of the 
German specialists are now in the service 
of Britain, the U. S. or Russia. When the 
Allies were sweeping across Germany, 
Hitler organized the experts on rockets 
and flying bombs into an infantry divi- 
sion and sent the unit to the front in an 
effort to stave off defeat. The division 
was captured py U. S. troops on the F!be. 
Many of the technicians were recruited 
for work in Britain and the U. S. Some of 
these later were discharged and upon 
return to Germany went to work for the 
Russians. The Red Army also captured 
many German technicians who are now 
in Russian employ. 

@ New tactics of military operations 
now are being built around the use of 
guided missiles. The tactics are planned in 
three phases, using all types of arms 
which can be managed by remote control. 
Here is the pattern of a typical attack 
worked out with the use of weapons now 
being developed: 

Initial assault will be launched by long- 
range rockets capable of girdling the 
world in an hour. These rockets will carry 
atomic war heads. Some may carry germ 
bombs, an equally deadly method of 
waging war. Many of these rockets will 
be destroyed by radio-controlled inter- 
ceptors. Some, however, will reach their 
objectives. 

Pilotless air fleets will follow the first 
wave. These formations will be drones 
such as those used over Bikini. They will 
be controlled by mother planes piloted 
by personnel who will stay out of the 
range of interceptors. A handful of men 
thus equipped could destroy the major 
cities of a nation. 

Air armies will constitute the third 
wave. The primary mission of air-borne 
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THE V-2 IN NEW MEXICO 
Is attack the only defense? 


troops will be to destroy the enemy’s 
rocket sites and factories. Experience in 
World War II shows that rockets and 
guided missiles can be stopped complete- 
ly only by the capture of all firing sites. 
Despite tens of thousands of bombs 
dropped by the Allies on the rocket sites, 
German missiles continued to hit Great 
Britain until the Nazis were driven out 
of range. 

Limitations on push-button warfare 
rapidly are being overcome by new devel- 
opments. Germany solved many of the 
problems of mass production of large 
rockets, and worked out a steel casing 
that can withstand the tremendous heat 
generated by the rocket’s flight. The jet 
engine of the German missile is cooled 
by the alcohol used as fuel. But cooling 
systems will have to be improved for 
transoceanic rockets generating teriper- 
atures of 500 degrees centigrade at 8,000 
miles an hour. 

The war head on rockets will be lim- 
ited in size until an atomic-energy fuel 
is produced. At present more than two 
thirds of the weight of a rocket is de- 
voted to fuel. As a result, the 13-ton 
rockets fired at England carried only 
one ton of explosives. The adaptation of 
the atom bomb as the war head of a 
rocket also presents tremendous difficul- 
ties. With atomic energy as fuel and an 
atomic explosive in the war head, the 
range and destructive power of the 
rocket of the future is incalculable. 

No defense against rockets exists at 
the present time. Available methods of 
interception may destroy some rockets 
in the air. But at speeds of 3,000 miles 
an hour or more many projectiles will 
get through all defense devices of the 
present. Consequently, researchers now 
are devoting as much study to defensive 
weapons as they are to guided missiles 
for attack. 
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DEALS AMONG BIG FIVE IN U. N. 
TO ADMIT NEW MEMBERS 


Compromise possible in cases of 
six small countries now kept out 
by rivalries of the major powers 


Reported from 


NEW 


Nine applications for member- 
ship now pending have split the United 
Nations once again between the East 
and the West. 

Other countries that still have 
not applied for membership see scant 
hope now that the United Nations, with 
Russia on one side and the U.S. and 
Britain on the other, can agree among 
themselves to admit important new mem- 
bers to the world organization. 

Applications are being considered 
from Albania, the Mongolian People’s 
Republic, Afghanistan, Siam, Trans-Jor- 
dan, Eire, Sweden, Iceland and Portugal. 
@ Russia opposes three countries—Eire, 
Portugal and Trans-Jordan—and joins 
France in opposition to Siam. 

Eire, a Ca‘holic country, is blackballed 
by Russia for the reason that Russia has 
no diplomatic relations with Dublin. 
Irishmen think their religious ideals are 





KING ABDULLAH 
Trans-Jordan for Mongolia? 
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the root of the difficulty. The British back 
the Irish application despite frequent 
differences between the two countries. 
Portugal is being kept out of the U. N. 
by Russian and Polish opposition. The 
Iberian Republic lives under the dictator- 
ship of Premier Antonio Salazar which 
Russians compare to the regime of Fran- 
cisco Franco next door in Spain. Portugal 
has had a treaty of mutual assistance 
with Britain since 1373. Under its terms, 
Portugal entered World War I on Brit- 
ain’s side and during World War II made 
bases available to the U.S. and Britain. 
Russians think Portugal, in the U.N., 
would cast its vote with Britain. 
Trans-Jordan is blocked by Russian 
opposition, though there are signs the 
Russians may change their minds. The 
new Kingdom of Trans-Jordan, formerly 
a part of the British mandate that also 
covers Palestine, is linked by a special 
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KING PHUMIPHON 
France blackballed Siam 


treaty to Great Britain. The treaty gives 
Britain the right to station unlimited 
numbers of troops in Trans-Jordan in 
time of peace or war. Poland, with Rus- 
sian concurrence, questions this associa- 
tion with Britain, while the British firmly 
support the application of the Arab state. 
Russian interest in cultivating Arab 
friendship may bring a change in the 
Kremlin’s attitude. 

Siam is kept out of the U.N., for the 
time being, by a French veto. The 
French feel Siam should not be admitted 
until a frontier dispute between Siam and 
French Indochina has been reviewed by 
the U.N. Negotiations are now going 
on between the two countries to work 
out means of handling the matter. The 
French objections have Russian support. 
q@ U.S. and Britain opose two other 
countries—Albania and the Mongolian 
People’s Republic. 

Albania whose Government works 
closely with Yugoslavia and Russia, has 
Moscow's support for its membership ap- 
plication. The U. S. and Britain, however, 
do not maintain diplomatic relations with 
Albania. They say the Government of 
Premier Enver Hoxha has not given satis- 
factory assurances that Albania will re- 
spect its international commitments. In 
addition, Greece, next-door neighbor of 
Albania, charges that Albanians have ter- 
rorized the Greek minority inside the bor- 
ders and have spilled over the frontier 
on raids violating Greek territory. Greeks 
claim that the Province of Northern 
Epirus, now a part of Albania, rightfully 
belongs to Greece. Reports that Albania 
has fortified its Adriatic coastline and has 
persecuted Catholic priests have not 
helped its case in England and America. 

American and British diplomats are 
certain that, if Albania joined the U. N., 
its vote would always be cast with Rus- 
sia’s on any vital question. 

The Mongolian People’s Republic is 
barred from the U.N. by China, with 
silent support from the U. S. and Britain. 
China urges that the Mongolian applica- 
tion be deferred for at least a year, while 
more information is sought. 

The remote Republic, .on the steppes 
of Central Asia, is attached to the Soviet 
Union by treaty. All-its contacts with the 
outside world have been handled through 
Moscow. The Mongolian Republic is a 
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close neighbor to China, where the Na- 
tionalist Government of Generalissimo 
Chiang Kai-shek is fighting a civil war 
against Communist armies. The Chinese 
Government thus may not welcome a pro- 
communist member from the Far East 
into the U.N. at this time. 

@ No one opposes a “middle group” of 
countries whose applications will have 
clear sailing. These are Sweden, Iceland 
and Afghanistan. 

Sweden, neutral in two world wars, 
is trying to work out postwar trade and 
political policies that will keep the friend- 
ship of Russia, Britain and the U.S. 
simultaneously. The hard facts of post- 
war life may persuade Sweden to walk a 
middle path, now voting with the Russian 
bloc, now with the Western group. 

Iceland, where the U.S. and Britain 
had wartime bases, has been the center 
of much attention from Russia. Broad- 
casts from Moscow have charged several 
times that military plans of Western pow- 
ers were threatening Iceland’s independ- 
ence. The Russians do not want Iceland 
converted into a peacetime base for the 
U.S. and Britain. These considerations 
affect Russia’s attitude toward the appli- 
cation from Iceland. 

Afghanistan, long in the British sphere 
of influence, has recently signed new 
treaties with Russia. Afghanistan, like 
her neighbor Iran, is located in the heart 
of Asia where Russian and British inter- 
ests touch. Both countries bid for influ- 
ence and favor there. Hence the Afghan 
application won immediate approval. 

@ Stalemate. Applications now must 
pass two voting hurdles in the U.N. 
The U.N. Charter provides a simple 


test of the eligibility of new members: 
Membership is open to “all peaceloving 
states which accept the obligations con- 
tained in the Charter and which, in the 
judgment of the organization, are able 
and willing to carry out these obliga- 
tions.” 

The catch comes from the fact that 
the 11-member Security Council, where 
the Big Five have veto power, must ap- 
prove applications before they go to the 
General Assembly for final election. In 
the Assembly, a two-thirds vote is 
needed. 

As things now stand, every applicant 
except Sweden, Iceland and Afghanisian 
would meet a veto from some big power. 
Russia would veto three; the U.S. and 
Britain would veto one; China would 
veto one; France would veto one. 

@ Horsetrade solution? The only way 
out of the dilemma would be by old- 
fashioned horsetrading. 

One possible deal would be Albania for 
Eire. Britain and U. S. might drop their 
plea that they do not have diplomatic 
relations with Albania, if Russia would 
establish diplomatic relations with Eire. 

In another exchange, the Mongolian 
People’s Republic might be swapped for 
Trans-Jordan. China, Britain and the 
U.S. might cancel their objections to the 
close ties between the Russians and the 
Mongolians, if Russia cancels objections 
to the military alliance between Britain 
and Trans-Jordan. 

On a strict country-for-country basis 
that would end the trading, Siam would 
still meet objections from France and 
perhaps Russia. Possibly, Portugal still 
would meet-a Russian veto. 
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@ More serious troubles are in prospect 
when former enemy countries and others 
still outside the U.N. apply for mem- 
bership. 

Italy has a promise from Russia, U_ S. 
and Britain that she will be supported for 
membership as soon as the peace treaty 
is signed. A political shift in Italy, how- 
ever, might make that promise worthless, 
might produce a veto to block admission 
of Italy. Other quarrels are in prospect 
when Romania and Bulgaria apply for 
membership, probably with Russian ap- 
proval. Finland and Hungary may not 
have much trouble getting elected to the 
United Nations but Austria 1s certain 
to run into Russian objections if the con- 
servative Austrian Government still is 
in power. 

Eventual applications from Germany, 
Japan and Korea, though many years in 
the future, will raise the question whether 
they have developed under occupation as 
friends of one social system or another. 

Spain, by decision of the Big Three, is 
barred from the U.N. until a change of 
regime, brings more democracy to the 
country. Arguments then will begin over 
the meaning of the word democracy. 
Switzerland does not want to join unless 
she can remain permanently neutral in - 
all wars. The Big Five of the U.N. will 
have to agree whether they can let any 
member make that condition. 

The feeling of some countries still out- 
side the U.N. is expressed by Premier 
Salazar of Portugal. In a recent interview 
Salazar said the U.N. “is still in a phase 
of its affairs when the right of peaceful 
nations to membership is not yet clearly 
recognized.” 
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POSTWAR READJUSTMENT OPENS 
WIDER MARKETS FOR INSURANCE 


Britons, Swiss and Americans take 
over Axis business. Nationalization 
may curb growth in some countries 


Reported from BERLIN, TOKYO, 
LONDON and NEW YORK 


Insurance companies of the U. S., 
Great Britain and Switzerland are extend- 
ing their business in many parts of the 
world as a result of the collapse of the 
international operations of German and 
Italian underwriters. 

The U. S. already is making some 
progress in its zone of Germany and 
is picking up some of the business of 
reinsurance of Latin-American policies 
formerly handled by German companies. 

British firms are getting a. sizable 
amount of new business in Germany and 
are seeking to regain their position in 
Italy by assurance in the peace treaty 
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WAR’S DAMAGE RUINED GERMAN UNDERWRITERS 


that they will have their prewar status in 
Italy restored. Lloyd’s of London also 
will benefit from new arrangements for 
reinsurance being made by the state 
monopolies and private companies of 
South America. 

Switzerland, which before the war was 
second only to Germany in the field of 
reinsurance, rapidly is re-establishing its 
relationships on the Continent and un- 
doubtedly will receive large portions of 
premiums collected in other parts of the 
world by U.S. and British concerns. 

Aside from the shifts in insurance 
leadership, stemming from the economic 
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But realization of risk makes new customers in all countries 
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upheavals of the war, growth for the busi- 
ness internationally is in prospect as a 
parallel development to the expected re- 
vival and expansion of world trade in the 
latter years of this decade. 

@ In general, the war has helped the 
insurance business through technical im- 
provements for safety in sea and air 
transportation, advances in defenses 
against fire and new discoveries in medi- 
cine. Through its accent on danger to 
life and property, the war also has made 
many uninsured companies and individ- 
uals more acutely aware of the risks of 
peacetime living. Now they, too, are 
potential customers for insurance cover- 
age. 

Moreover, postwar changes in the po- 
litical complexions of a number of gov- 
ernments have given new impetus to 
programs of social insurance, but na- 
tionalization of most French insurance 
and threatened nationalization in Sweden 
is cancelling the benefits of collapse of 
state control in the Axis countries. 

Comparative figures on the insurance 
written by leading nations have not been 
assembled due to the varying methods of 
operation and the many types of insur- 
ance, which for the most part have been 
organized as separate enterprises. 

The confused picture will be brought 
into sharper focus if recent proposals for 
international associations of insurance in- 
terests materialize. A world organization 
of life-insurance men has been proposed 
by an executive of a New York company. 
And the underwriters of the Western 
Hemisphere met this spring in the first 
Hemispheric Insurance Conference to set 
up standards for their dealings. 

Although detailed statistics are lack- 
ing, a rough idea of the spread of world 
insurance is provided by the American 
position. A late starter in the field, the 
U.S. now is the source of one half of 
the world’s premium income for all 
types of insurance, and 30 per cent of 
those funds go to companies abroad. Of 
the 233 billion dollars of life insurance 
now in force throughout the world, the 
U.S., with 6 per cent of the population, 
holds 64 per cent of the policy values. 
@ Germany’s trade in international in- 
surance collapsed with her defeat, and 
now the principal concern of German 
companies is a revival of domestic busi- 
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LLOYD’S LOSES A SHIP 
U. S. competition is gaining 


ness. This will be a slow process as long 
as communications between the occupa- 
tion zones are restricted. Also, the com- 
panies will have to depreciate their as- 
sets, many of which now are of doubtful 
value. Important records were destroyed 
by bombing, aggravating the difficulties 
of revival. 

American Military Government officers 
are supervising the liquidation of the 
Munich Reinsurance Company, which 
was the world’s largest in that field, and 
the Bavarian Reinsurance Bank. The 
Munich company was fined $50,000 by 
occupation authorities for concealing 
some of its more liquid assets, but the 
penalty was not considered very severe 
in relation to the size of the organiza- 
tion’s prewar business. 

Resourcefulness of German insurers is 
shown by the speed with which they re- 
established their business following its 
collapse in the great inflation of 1923. 
Whether they can repeat that perform- 


ance without the aid ot a centralized 
government remains to be seen. 

@ Japan made few ventures into the 
international market for insurance before 
the war, but had plans for extending her 
activity in the Far East if she had held 
on to her Asiatic conquests. 

Bulk of the business inside Japan was 
done by domestic companies, and in the 
marine field Japan insured her own ships 
and cargoes. Of the outside firms per- 
mitted to operate, two American agencies 
held top position before the war, followed 
by British, German and French represent- 
atives. 

Occupation of Japan probably will re- 
sult in greater freedom for all insurance 
handlers throughout the Orient. Already 
the American International Underwriters 
Corporation has re-opened offices in 
Shanghai, Hong Kong and Manila, and 
the U.S. Life Insurance Company is op- 
erating in Hong Kong and Manila. Cur- 
rency gyrations in China, however, are 
making contracts for life insurance there 
impracticable. | 
@ Italy has lost her standing in inter- 
national insurance, which had been de- 
veloped primarily by operations in South 
America and India. Some of the Italian 
position had been achieved by taking over 
Austro-Hungarian firms in the Trieste 
area, but several firms of Italian origin 
had large investments in real estate and 
industrial enterprises in Latin America. 

The domestic market in Italy was 
closed to U. S. companies before the war, 
with a few British firms allowed as the 
only non-Italian insurers. American com- 
panies received a small amount of rein- 
surance business from Italian agencies, 
but most of Italy’s reinsurance was in 
British and Swiss hands. 

During the war, German “visitors” saw 

to it that the British companies in Italy 
went out of business and now the English 
firms are trying to regain their prewar 
status in order to be exempted from re- 
strictions on new companies. 
@ Nationalization trends are causing 
alarm among insurance men, who see 
spreading of risks throughout the world 
as the best future for the industry. They 
point out that closing of doors to inter- 
national insurance will curb to some ex- 
tent the operation of the law of averages 
on a world-wide scale, although remain- 
ing free markets for underwriting of risks 
are likely to be large enough to make 
possible mammoth pools of liabilities. 

France nationalized its principal groups 
of insurance firms in April of this year, 
leaving some of the smaller companies 
free. The nationalized companies to- 
gether have been collecting 65 per cent 
of the premiums paid in France. All 
companies doing business in France, 
whether of French ownership or not, will 
be required to cede up to 10 per cent 
of their premiums to a new Central Re- 
insurance Fund, established under con- 
trol of the Finance Ministry. 


Canada, home of many large com- 
panies, will not nationalize the insurance 
business, but some provinces, notably 
Saskatchewan and Manitoba, are making 
it harder and harder for private firms 
to operate. Canada also has been taking 
protective steps against outside insurers 
by barring them from using Canadian 
mails and forbidding them to issue more 
policies to Canadian citizens. 

Sweden is considering complete na- 
tionalization of insurance, with parlia- 
mentary critics contending -that present 
costs are too high. Total assets of Swed- 
ish companies now amount to about 600 
million dollars. 

Argentina recently set up a Govern- 
ment monopoly for reinsurance and in 
the same decree tightened operating con- 
ditions for companies of other countries. 
Some of the outside companies contend 
that the decree amounts to expulsion 
from Argentina and have asked their 
governments for diplomatic intercession. 

Brazil and Chile also have reinsurance 
monopolies, and private companies have 
difficulty doing business in Uruguay. On 
paper, the latter country has a monopoly 
of all insurance but, since the Govern- 
ment could not take over established 
firms without compensating them, they 
have been allowed to continue to operate. 
@ Reinsurance is the phase of the 
business most international in structure 
and consequently the one most upset 
by the war. Members of Lloyd’s write 
much reinsurance, with U.S. companies 
ceding premiums to the London house 
and Lloyd’s in turn placing large quanti- 
ties of its reinsurance with U.S. firms. 

Reinsurance originally was developed 

by British and Swiss companies as a 
secondary line to direct policies written 
in other countries, but today the trend 
is for reinsurance to stand on its own feet. 
@ Marine insurance now is the battle- 
ground of competition between American 
interests and Lloyd’s. The latter group 
suffered little from the war, although it 
failed to gain much from the great in- 
crease in U.S. exports because Ameri- 
can shippers were reluctant to depend on 
Lloyd's alone. Rates of marine companies 
in the U.S. already are down to prewar 
levels and heading lower. Their business 
is sure to outdistance Lloyd's if the U. S. 
continues to operate the world’s largest 
fleet of merchant ships. 
@ Outlook for insurance markets the 
world over is for increasing activity once 
the new alignments resulting from the war 
have become solidified. Despite some . 
current trends toward nationalization, be- 
cause of the very nature of insurance 
there is strong pressure within the busi- 
ness for international co-operation and 
spreading of risks. 

War has forced a re-organization of the 
insurance business all over the world. 
Losses of Axis companies have meant 
gains for the victors. The future appears 
to hold room for growth for all of them. 
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NORMAL TRADE IN EUROPE LAGS 


IN WAKE OF SLOW RECOVERY 


Agriculture will need at least four 
more years to regain prewar status. 
Industry will require longer period 


Reported from LONDON, 
BERLIN and WASHINGTON 


A survey of Europe’s economic 
condition now shows that the Continent 
is far away from normal trade operations. 

Agriculture is reviving compara- 
tively fast, but industrial output, after 
one year of peace, averages only half 
what it did before the war. 

In parts of Western and Northern 

Europe good progress is being made 
toward a return to peacetime production. 
In the rest of Europe, however, recovery 
is to lag for years to come. 
@ Production recovery, as a whole, is 
proceeding at an uneven pace. It is 
hampered by politics in some places, by 
transportation difficulties in others, by 
general shortages of men and materials 
in still others. The outlook is this: 

In agriculture, another four years prob- 
ably will be required to restore Europe 
to prewar output. Prospects for farm 
recovery are much better now than they 
were after World War I, when it took the 
Continent eight years to return to normal. 

Because farm production this year is 
being helped by favorable weather, crops 
considerably better than last year are 
indicated. Still, for 1946, Europe’s farms 
will yield a third less than normal, and 
food imports, although diminishing, will 
continue to take a large share of the buy- 
ing power of many countries. 

In industry, recovery in most countries 
is to take much longer than the five years 
required to wipe out the scars of World 
War I, since destruction of facilities and 
general disintegration were much greater 
this time. 

The accompanying chart shows the 
progress of each country toward full 
revival of industry. Western and North- 
ern Europe may reach the prewar level 
in two or three years. For Central and 
Eastern Europe, industrial restoration may 
require another six years. 

Once industrial recovery is attained, 
however, Europe still will be a long way 
from regaining its prewar standard of 
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living. Enormous construction jobs will 
take a big share of all production for 
years to come, leaving correspondingly 
less for general consumption. For ex- 
ample, it will take 15 to 20 years to re- 
build Warsaw. It will take at least that 
long, perhaps longer, to rebuild such 
cities as Berlin and Cologne. 

@ The U.S. stake in Europe's recovery 
is large for trade and business generally. 
The European Continent took 24 per cent 
of U. S. exports before the war, but now 
it is taking only 11 per cent. As Euro- 
pean production is restored, exports of 
goods manufactured in the U. S. can be 
expected to expand. Eventually, trade 
will be returned to an exchange of goods 
and services, rather than being dependent 
on the granting of government credits. 

The present picture of recovery indi- 

cates that, for the next three years, 
Western and Northern Europe offer the 
best markets for American industry. 
Long-term prospects in Central and East- 
ern Europe will depend largely on future 
Russian policy. 
@ Europe’s revival from the war is fol- 
lowing a general pattern. The output of 
raw materials is expanding much faster 
than that of manufactured goods. Hence, 
the rate of steel production lags behind 
the rate of coal production, and the pro- 
duction of finished goods is smaller than 
that of steel. Recovery is best in those 
areas the war touched least. 

The former neutrals, such as Sweden, 
Switzerland and Portugal, are producing 
now at rates higher than they did before 
the war. Switzerland and Portugal are 
the only countries in Continental Europe 
with exports at or above prewar levels. 
Swedish exports are up to 60 per cent of 
normal when measured at prewar value, 
with pulp, paper and electrical machinery 
predominant in sales abroad. 

Switzerland has developed postwar 
trade in all directions. The lost market 
in Germany is being replaced by greatly 


increased exports to the U.S., Belgium, 
France, Sweden, the Iberian Peninsula 
and Latin America. At the same time, 
Swiss traders have managed to reopen 
the door to that part of Europe domi- 
nated by Russia. Swiss imports from 
Czechoslovakia are higher now than they 
were before the war. Imports from Fin- 
land, Hungary, Bulgaria, Yugoslavia and 
Poland are picking up. Trade with Brit- 
ain, which fell off during the war, is 
being revived with generous credits. 

Denmark and Norway are back to 
about 90 per cent of normal industrial 
output. Norway's exports have returned 
to half what they were before the coun- 
try was invaded, and she finds ready 
markets for her fish, pulp, paper and 
fertilizer. Danish exports of food, radios 
and agricultural machinery are moving 
at a rate of 40 per cent. 

Belgian industries are working at 75 
per cent of prewar output. Sales to other 
countries, consisting of machinery, metal 
products and cut diamonds, are going at 
a rate of 44 per cent. 

The Netherlands, liberated about a 
year after Belgium, has restored 65 per 
cent of industrial output. The country is 
preoccupied with construction at home 
and, although exports are being pushed, 
she is selling littlke now except radios, 
bulbs and seeds. As a result, exports so 
far are only 18 per cent of prewar. 

Czechoslovakia, spared from major de- 
struction, is getting industrial production 
at 65 per cent of normal. She is resuming 
exports of steel products, pencils, glass 
and chinaware, hops and machinery, but 
the rate is only 35 per cent of prewar 
value. 

France’s industries are operating at 65 
per cent, but the exports are only 21 per 
cent of sales before the war. The reason is 
that French sales abroad now depend 
largely on luxury goods that most coun- 
tries cannot afford to buy. 

Greece is achieving 45 per cent of pre- 
war industrial production, but other 
troubles hamper recovery. Currency dif- 
ficulties keep exports, mostly of tobacco 
and raisins, down to 21 per cent of what 
they were before the war. 

Poland now produces more coal and 
zinc than previously, since she acquired 
the rich Silesian region from Germany. 
The Polish textile center of Lodz, how- 








ever, operates at no more than 45 per cent 
of normal, Other manufacturing industries 
are retarded equally, largely because of 
war damage that has not been repaired. 

Italy’s industries, strangled by the 
shortage of raw materials, are working 
at only a fourth of their output before the 
war. Exports are held at 21 per cent of 
normal by the same lack of raw materials. 

Germany, formerly the largest export- 
er of manufactured goods in the world, is 
almost nonexistent as an exporter now. 
Shipments to Britain, for example, are 
only 1 per cent of what they were before 
the war. German industries are working 
at about 25 per cent of their prewar out- 
put, but that is not sufficient to maintain 
Germany herself. 

Britain, in her export drive, has been 
successful in recapturing a large share 
of her continental market. Now 34 per 
cent of British exports are being marketed 
in Europe, compared with 36 per cent 
before the war. However, price ceilings 
and restrictions on so-called luxury goods 
strangle the growth of imports from 
Europe. They now represent only 15 per 


cent of Britain’s total imports, against 34 
per cent prior to the war. 

@ Obstacles are piling up to slow the 
pace of recovery in Europe in the imme- 
diate future. Labor shortages are appear- 
ing in many places. The removal of rubble 
and the making of emergency repairs take 
a large share of the man power that could 
be used in industry. 

War losses have thinned the ranks of 
labor in the most productive age groups, 
and insufficient diets are cutting down 
the productivity of individual workers. 
Mass expulsion has shifted labor from 
Czechoslovakia and Poland, where it is 
needed, to Germany, where it cannot find 
work. 

France, Belgium and Sweden are ne- 
gotiating for the importation of labor. 
Highly skilled workers and engineers are 
especially scarce. Labor shortages, re- 
tarding further recovery now, will lead 
ultimately to increased use of labor sav- 
ing machinery and to larger employ- 
ment of women in industry. That will 
mean, immediately, an increased demand 
for machinery in the shop. Ultimately, 


it means markets for labor saving de- 
vices in homes and for processed foods, 
since women working in industry will 
have less time for housekeeping. 

@) The European market for U.S. goods 
can be charted into the future through 
analysis of the present rate of recovery 
on the Continent. The prospect is this: 

Western and Northern Europe are 
going to want large amounts of industrial 
equipment, vehicles and raw materials 
from the United States during the next 
two or three years. Thereafter, the de- 
mand will shift, in part, to replacements 
and to finished goods. 

Central and Eastern Europe, for at 
least six years, will be a large potential 
market for industrial and transportation 
equipment and industrial raw materials, 
but low purchasing power will limit im- 
ports and exclude the buying of consumer 
goods. However, if the present policy of 
Russia should change fundamentally, the 
Center and East of Europe, with its huge 
population, should offer a large and grow- 
ing market for products of the United 
States. 
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BOOM IN WORLD COMMERCE 
HEADING FOR CLIMAX BY 1949 


End of exports for reconstruction 
and relief purposes abroad seen 
as likely within next three years 


World trade, now booming on 
an unprecedented demand for goods, is 
heading into a climax, due within the 
next three years. 

Present indications to U.S. busi- 
ness are that the flourishing trade will 
continue, and probably increase, through 
1948. The year 1949 is to determine if 
or when the boom will end. 

By that time, world business will have 

to show whether it can stand on its own 
feet. 
@ The trend toward that climax and the 
factors that are bringing it on show up 
in the record of the world’s first year of 
peacetime trade. 

The level of trade has risen since V-J 
Day to two billion dollars worth of ex- 
ports per month, double the prewar 
average. The graph on the opposite page 
shows the rate of increase. 

The boom got off to a slow start while 
industry reconverted from war to peace 
production and labor disputes were set- 
tled in the big producing countries. With 
those problems out of the way, the trend 
now is sharply upward. 

Goods in trade now consist chiefly of 
the things needed for relief and recon- 
struction. Relief shipments of food and 
clothing have risen from a few million 
dollars a month at the end of the war to 
125 million now. Food alone accounts 
for one quarter of all U.S. exports. 

Exports of agricultural and industrial 
machinery, construction equipment and 
materials, and vehicles and manufactured 
goods to rebuild industry damaged by 
war and to supply needs built up over 
the last six years are beginning to flow in 
increasing quantity. Reconstruction needs 
are to keep world trade at a high level 
for the next two or three years. 

Loans and grants and relief expendi- 
tures totaling more than 20 billion dol- 
lars are being used to get the world 
back in business again. Most of the money 
is being put up by the U. S. Other coun- 
tries, like Canada and Sweden, which 
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came out of the war in good shape finan- 
cially, also are lending. 

The big traders now are the U.S., 
Britain, Canada, France, India, Brazil, 
Argentina, Switzerland, Australia, Bel- 
gium and Sweden. But the U. S., Britain 
and Canada have just about taken over 
the world’s export business. They are 
producing the goods the world needs 
most. 

The value of U. S. exports, excluding 
Lend-Lease and relief shipments, now is 
more than twice as much per month as 
it was before the war. The U. S. alone 
accounts for almost half of all the world’s 
exports. 

No such increase is evident on the im- 
port side, however. For 1946, U.S. ex- 
ports, including relief shipments, will be 
close to 10 billion dollars, but imports will 
amount to about half that figure. Most of 
the exports thus are being paid for with 
money borrowed from, or contributed by, 
the U. S. 

To make sure of a place in world mar- 
kets, Britain and other countries are ear- 
marking a high proportion of their pro- 
duction for export. By thus neglecting 
domestic needs, Britain has managed to 
bring her exports up to a level 20 per cent 
higher than the prewar figure. To get 
along without the income from invest- 
ments abroad, which had to be sold dur- 
ing the war, Britain now must export far 
more than before the war. 

The industrial countries of Europe be- 
fore the war imported food and raw 
materials and exported manufactured 
goods. Now those countries are importing 
manufactured goods, equipment and ma- 
chinery as well as food. But with the ex- 
ception of Britain, they are exporting a 
small fraction of the goods they sent 
abroad before the war. France and Bel- 
gium, for example, are importing more 
but exporting 50 and 35 per cent less, 
respectively, than they did in the ’30s. 

Other leaders in world trade today, like 
Argentina, Brazil, India and Australia, are 


providing much of the food, cotton and 
wool needed for relief. 

@ A change in the present pattern of 
world trade is due when relief and recon- 
struction needs are filled. That change is 
looked for sometime in 1949. 

Different goods then will have to be 
produced for world markets. The demand 
for food and clothing, now accounting 
for a big share of the world’s exports, is 
expected to fall off first. The market for 
many agricultural products is expected 
to wane after the first peacetime crops 
are harvested this year. 

As demand for heavy equipment and 
machinery to get industries going again 
is satisfied, a trade in manufactured goods 
for consumers will have to develop in its 
place. 

A new basis will be needed for world 
trade when the credit now available for 
recovery begins to be used up. Trade will 
have to be financed, in part at least, by 
a normal exchange of goods and services. 
To pay for imports, trading countries will 
have to produce goods and export them. 

Other traders will have to find their 
places in world markets. Countries now 
busy rebuilding will be seeking export 
outlets. To repay their debts and afford 
future imports, they must find markets. 
@ The climax now brewing is to result 
from a development due to coincide with 
the changeover in world trade: 

A big supply of goods to meet world 
needs will be available by 1949 at the 
present rate of recovery. Before long, 
rebuilt industries will be able to supply 
markets in countries now buying im- 
ported goods. As recovery progresses, 
industrial nations in Europe again will 
be in a position to export in volume. 

At the time full-scale production gets 
going in other countries, U. S. industry 
will be producing more than the U. S. 
needs. Homemade goods and substitutes 
made to take the place of imports during 
the war may make U. S. demand ter 
imports less than expected. 

Demand, as measured by buying 
power, may be unable to absorb the 
combination of U. S. surpluses and the 
exports of other countries flowing into 
world markets at the same time. 

The prospect, thus, is that countries 
now paying high prices to buy the ma- 
chinery and materials to rebuild their 




















industries will have to sell the goods they 
produce at a time when prices will be 
down. 

@ Hopes for a boom that would con- 
tinue indefinitely rest on two present facts 
and some untested machinery. One fact 
is that loans, principally from the U. S. 
are making possible the present boom in 
world trade. Another fact is that a high 
rate of production in the U. S. is making 
possible half the exports and most of the 
loans. The machinery, designed to pre- 
vent, or at least minimize, the conse- 
quences of world depression, is that 
housed under the United Nations. 

Loans now supporting world trade can 
continue to support it only if they are 
repaid. American loans may be replaced 
by private loans and by credit from 
the new World Bank, if the record 
on present loans looks good two or three 
years hence. 

Machinery of the United Nations can 
help support world trade, but nobody 
expects new machinery to solve overnight 
all the economic ills of the world. The 
World Bank can help finance trade. The 


International Monetary Fund can stabi- 
lize currencies and exchange. The Food 
and Agriculture Organization has hopes 
of minimizing the worst effects of chronic 
farm surpluses. An international trade or- 
ganization, proposed by the U. S., is in- 
tended to cut down present barriers to 
trade, remove governmental restrictions 
and assure equal access among nations to 
markets and raw materials. 

But this machinery is untested. Little 
of it is in operation. Performance may or 
may not live up to hopes. 

U.S. prosperity, actually, is at the 
bottom of the whole structure. U. S. dol- 
lars provide most of the loans and finance 
the largest share of the new U.N. ma- 
chinery. U. S. exports make up the largest 
share of world exports now, and, if pre- 
war trends resume, may be expected to 
continue in the lead. U.S. imports of 
goods and services are a major factor. 
And what happens to all these turns 
depends largely on the curve of U.S. 
production and prosperity. 

Sharp drop in U.S. prosperity, feared 
by some economists within two or three 


years, would have immediate repercus- 
sions around the world. U.S. imports 
could shrink both because of domestic 
surpluses and lower U.S. prices. U.S. 
surpluses would seek outlets abroad, at 
the expense of competing producers. U. S. 
loans to other nations would be dis- 
couraged by the U.S. Congress, and re- 
payment of those already made might be 
demanded. 
@ Uncertainty is thus a large element 
in the future of world trade. There is 
uncertainty about the ability of the U. S. 
to prevent a depression within two or 
three years. Largely as a result of this, 
plus a heavy crop of political uncertain- 
ties in Europe, there is unsureness about 
the ability of debtor nations to pay off 
present loans when surpluses begin to 
depress prices. 

What it all adds up to, in the eyes of 
a number of Government and private 
economists who prefer analysis to hope, 
is that odds are against continuance of 
the present export boom much beyond 
another two or three years. They look for 
the end of the boom by 1949. 


Copyright, 1946, by World Report 





Postwar Rise in 


Sept.45__Oct.'45 
$2,500 a 


Million 





2,000 


Million 


41,500 


Million | 


41,000) 


Million 


1936 to 1938 
Monthly Average 


$5001 


Million 













World Trade: A Continuing Trend? 


Apr. ‘46 | May ‘46 











SEPTEMBER 5, 1946 ¢ 23 





WORLD MAIL SERVICE SPEEDED 


Employing faster planes and opening of new routes 
expedite business correspondence around the globe 
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Daily air-mail service to virtually 

every important city in the world is 

on the way now that international 

air lines are able to function freely 
once more and get new and faster planes. Reg- 
ular air-mail service is now available to Euro- 
pean and Latin-American countries and Canada. 
Service to the Far East, disrupted by the war, is 
scheduled to be resumed soon. 

Flying time and rates per half ounce to rep- 
resentative cities around the world are shown on 
the Worldgraph. There is regular service to other 
cities, direct or via connecting air lines, in Euro- 
pean and Latin-American countries. 

Commercial air service across the Pacific has 
been resumed to Australia and New Zealand. 

Air mail for India, Malaya, Ceylon, Burma, 
Siam, the Netherlands East Indies and other 


28 hours — 15¢ 


points in Southeast Asia now goes via Europe 
and the Middle East at higher rates and is slower. 

Air lines now serve Hawaii, but air mail for 
China, Japan and the Philippines awaits resump- 
tion of commercial service when conditions per- 
mit. Some new routes are expected to be opened 
within the next 90 days. 

Official and U.S. Army, Navy and Marine mail 
for the Orient and Islands in the Pacific is now 
flown on from Honolulu by Army _ Transport 
Command planes. 

Air-mail rates in the United States (and to 
members of the armed services abroad) will be 
reduced on October 1 to 5 cents per ounce. The 
rate to Hawaii (now 15 cents per half ounce) 
and other U.S. territories also will be reduced 
to 5 cents per ounce. Lower air-mail rates to 
other countries are under study. 


Copyright, 1946, by World Report 
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Great Britain’s decision to ask the 
United Nations for formal trustee- 
ship over Palestine when the inter- 
national trusteeship system is set up 
at the forthcoming meeting of the 
Assembly will bring that explosive 
question before all the nations for 
the first time. 

(With a view to explaining the 
complicated problem of _transfer- 
ing League of Nations mandates 
into United Nations trusteeships, 
WORLD REPORT presents here- 
with a brief analysis of the organiza- 
tion, present status and prospective 
development of the trusteeship sys- 
tem.) 


HE INTERNATIONAL trusteeship sys- 

g ten of the U.N. is provided for in 
Chapters XI, XII and XIII of the Char- 
ter. No other part of that historic docu- 
ment represents as much time, effort 
and difficulty as was involved in pro- 
ducing these Chapters. Many words and 
phrases represent weeks of labor, discus- 
sion and debate. The story of how these 
Chapters were developed is an interest- 
ing bit of history. It is also of consider- 
able importance as an indication of how 
the system may develop in the future. 
Originally, it was intended that the 
U.S. draft proposals for the Dumbar- 
ton Oaks Conference in August 1944 
would include provision for an inter- 
national trusteeship system. Because of 
strong representation of the U.S. War 
and Navy departments, the subject of 
trusteeships was entirely eliminated 
from the U.S. proposals and the Dum- 
barton Oaks discussion. The reason for 
these representations is clear. At that 
time, the strategy of the Pacific war was 
not yet fully developed, and great im- 
portance—in retrospect, perhaps undue 
importance—was attached to Russia's 
early entry into the war against Japan. 
It was believed that any discussion of 
a trusteeship system would bring up 
the highly controversial question of the 
Pacific islands, and it was considered no 
time to get involved in an argument 
with Russia about bases in the Pacific. 
Actually, the trusteeship system was 
first discussed by the Big Three at the 
Crimea Conference in February 1945. 
At this Conference it was agreed: 
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THE TRUSTEESHIP SYSTEM 
OF THE UNITED NATIONS 


(1) that the great powers should sub- 
mit agreed trusteeship proposals at the 
San Francisco Conference in May; (2) 
that trusteeship should be applied to 
existing mandates, to territory taken 
from the enemy and to any other terri- 
tory voluntarily placed under trustee- 
ship and, (3) that specific territorial 
settlements would not be discussed be- 
fore or at San Francisco. The latter 
provision reflected the U.S. military 
view, which had previously eliminated 
the whole subject from discussion at 
Dumbarton Oaks. 


THE U. S. PROPOSALS 


During the next three months, trus- 
teeship was a very live issue in Wash- 
ington. In fact, the debate was so 
active that the U.S. proposals were 
completed only at the last minute, and 
the Big Five first saw them at San 
Francisco. 

There were many conflicting views in 
Washington on this complicated sub- 
ject. Basically, however, the delay was 
caused by some of the President's most 
trusted advisers stoutly maintaining 
that, if the subject were discussed at 
all, it would be impossible to avoid im- 
plied commitments concerning the Pa- 
cific islands. These islands, in their 
opinion, should become bona fide U. S. 
territory and not “trust” territories. The 
opposing view emphasized the definite 
agreement at Yalta not to discuss spe- 
cific territories at San Francisco and 
stressed the fact that, without some form 
of trusteeship system to take over the 
mandates, the U. N. could neither fully 
replace the League of Nations nor avoid 
endless complications in the peace set- 
tlement. Eventually, the latter view pre- 
vailed, and the U.S. trusteeship pro- 
posals, containing the substance of most 
of the provisions finally adopted in the 
Charter, were presented at the Confer- 
ence. 

The trusteeship provisions of the 
Charter were vigorously debated at San 
Francisco. The U.S. proposals, made 
with due consideration for the problem 
of the Pacific islands, provided a special 
status for “strategic areas” in trust ter- 
ritories. This feature was accepted only 
after long debate. Russia, with no over- 
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seas possessions, and for once supported 
by China, argued for the independence 
of “dependent” areas. Australia argued 
that, under certain conditions, member 
states should be compelled to place their 
colonies under the trusteeship. The pres- 
ent mandatory powers and the Jews of 


Palestine argued for and obtained pro- 


visions which conserve their rights under 
the mandates until replaced by trustee- 
ship agreements. The U.S. supported 
and secured in modified form the “open 
door” in trust territories. These disputes 
were among the last to be resolved at 
San Francisco, but eventually, the Char- 
ter, with its trusteeship provisions, was 
agreed upon and signed June 26, 1945. 

Three Chapters of the Charter, XI, 
XII and XIII, developed after so much 
travail, constitute the fundamental prin- 
ciples and basic law of the international 
trusteeship system. 

Chapter XI is a unique charter of 
colonial principles applying to all de- 
pendent territories of the members of 
the U.N. It lists obligations of each of 
the signatories “to promote to the ut- 
most the well-being of the inhabitants of 
its territories which have not yet ob- 
tained a full: measure of self-govern- 
ment.” It provides for a system of 
reports. Its principles are not entirely 
new, nor are they enforceable, but, as 
written in this Chapter, they are sig- 
nificant in providing a sound and widely 
agreed basis for the future inclusion of 
colonial areas in the trusteeship system. 

Chapter XII constitutes the specifica- 
tions of the system. Briefly, its objectives 
are to further international security; to 
promote progress toward self-govern- 
ment; to encourage respect for human 
rights and to insure equal treatment of 
members of the U.N. The system ap- 
plies to territories placed thereunder by 
“subsequent individual agreement.” 

Eligible territories are those now 
under mandate, those detached from 
enemy states and those voluntarily 
placed under the system by the parent 
State. 

Terms of trusteeship must be agreed 
upon “by the states directly concerned.” 
The trustee, or administrative authority, 
may be one or more states or the U. N. 

The agreement may designate all or 


part of a trust territory as a “strategic 
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Problems of Organizing and Administering 
Dependent Areas and Backward Peoples 


area.” As regards the U. N., such strate- 
gic areas are under the cognizance of 
the Security Council, and territories not 
so designated are under the cognizance 
of the General Assembly. 

Chapter XIII covers the Trusteeship 
Council, which is established as one of 
the “principal organs” of the U.N. 
Membership in this Council is equally 
divided between states administering 
trust territories and those which do not, 
but it must include the five big powers. 
The Council assists the General As- 
sembly in its trusteeship duties. It may 
be called upon to perform similar duties 
for the Security Council. . 


SLOW DEVELOPMENT 


The trusteeship system having been 
provided for in the Charter as outlined 
above, the next steps in its development 
took place in London. A commission of 
the U. N. met there from August till De- 
cember 1945 to prepare for the first ses- 
sion of the U. N. in January 1946. Once 
again trusteeships proved a difficult and 
controversial subject. It took more than 
three months to agree on a recommen- 
dation that the Assembly should call up- 
on the states holding League of Nations 
mandates to initiate the agreements by 
which such mandates would be placed 
under the trusteeship system. This the 
Assembly did at its first meeting. 

The situation on the eve of the As- 
sembly’s second meeting, in New York, 


indicates some progress, however. Sub- 
ject to negotiating the necessary agree- 
ments, Great Britain has offered for 
trusteeship its mandates for Palestine, 
Tanganyika, British Togoland and the 
British Cameroons. New Zealand, Aus- 
tralia, Belgium and France (with reser- 
vations) have done likewise. South Afri- 
ca, however, has indicated that South- 
west Africa should be incorporated into 
South Africa. 

On the other hand, no proposals have 
been made to the U.N. concerning 
former Italian colonies, and no colonial 
nation has volunteered to place any of 
its colonies under the system. 

It will be noted that the Charter pro- 
vides that the terms of trusteeship for 
each territory “shall be agreed upon by 
the states directly concerned.” This 
wording has been the subject of much 
learned disputation, but the explanation 
is simple. The U. S. found it so difficult 
to define who should be involved in the 
trusteeship agreements that this phrase 
was deliberately inserted as a means of 
postponing the decision until after the 
San Francisco Conference. Actually, 
each case will be decided on its merits 
and, in the proposals so far made, there 
has been no great difficulty in this re- 
spect. For example, British proposals for 
Tanganyika were sent to Belgium and 
South Africa for concurrence and to the 
U. S., Russia and China for information. 
It would seem that, if there is to be any 
considerable difficulty as regards the 





Mandate Location 
Palestine Asia Minor 
Tanganyika E. Central Africa 


Br. Togoland 
Br. Cameroons 


W. Central Africa 
W. Central Africa 
Fr. Togoland W. Central Africa 
Fr. Cameroons W. Central Africa 
Ruanda-Urundi Central Africa 

S. W. Africa S. W. Africa 

New Guinea S. W. Pacific 
Western Samoa _ S. W. Pacific 
Marshall, W. Central Pacific 
Caroline and 

Marianas Islands 

Nauru S. W. Pacific 





LEAGUE OF NATIONS MANDATES 


Mandatory Area 

Power (sq.mi.) Population 
Britain 10,429 1,676,571 
Britain 360,000 5,417,594 
Britain 13,041 391,473 
Britain 34,081 868,637 
France 21,893 780,497 
France 166,489 2,518,729 
Belgium 20,535 3,776,739 
South Africa 317,725 344.871 
Australia 93,000 673,270 
New Zealand 1,133 62,391 
Japan 829 109,547 
( Occupied 
by U.S.) 
Br. Empire 8 3,460 
( Australia ) 








“states directly concerned,” it will in- 
volve the Pacific islands and Italian 
colonies. 

Notwithstanding the lofty principles 
enunciated in Chapter XI, there are no 
offers of colonies in prospect for some 
time to come. 

In connection with the Pacific islands, 
both Japanese and Japanese mandates, 
there is still considerable difference of 
opinion in the U.S. as to whether they 
should be annexed or “trusteed.” The 
argument, however, is largely academic. 
In both cases they would be available to 
the U.N., if that organization works. 
If it fails, they would serve as bases 
for the U. S. 

As regards Italy’s African colonies, 
Trieste and Korea, the trusteeship sys- 
tem has already become involved in the 
“peace settlement.” These problems 
seem insoluble for the moment, and 
must await the future, but they are of 
serious concern to all who wish the 
trusteeship system full and early suc- 
cess, 


CONCLUSIONS 


In conclusion, it may be said of the 
international trusteeship system of the 
U.N. that: 

(a) It is a lofty, yet reasonable and 
practicable, concept for improving the 
lot of dependent territories and back- 
ward peoples. 

(b) It has been developed to its 
present state only after long and difficult 
negotiations. 

(c) Progress to date indicates that in 
the near future it will. comprise most, 
but not all, of the former mandates. The 
Japanese islands will probably be the 
last settled. 

(d) There is no immediate prospect 
that it will include territories whjch now 
have colonial status. 

(e) Of former enemy territory, it is 
probable that Italian African colonies 
and certain Japanese Pacific islands will 
eventually be included in the system. 

(f) Particularly as regards (e), the 
trusteeship system is deeply involved in 
the “settlement” of the war. 

(g) The system is no stronger than 
the U. N.—in other words, its success 
depends on the co-operation of the 
three great powers. 

(h) Its virtues can be over-estimated, 
but its proponents are confident of its 
ultimate success, and they point out 
that 200 years ago 33 of the present 
50 United Nations were dependent 
territories. 
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MARKET FOR SILK 
IS CUT IN HALF 


Production of natural yarn reviving, 
but uses are restricted. Exporting 
countries may suffer trade setbacks 


Silk is beginning to come back to 
world commerce after an absence of 
five years, only to find that it perma- 
nently has lost its position in textile 
markets. 

Nylon, rayon and other synthetic 
fibers have supplanted silk for most uses. 

This development is a_ serious 
blow to Japan, China, Korea and Italy— 
all silk-producing countries which had 
counted on silk exports to aid in the res- 
toration of their war-battered economies. 

The decline of the silk market is best 
demonstrated by what has happened in 
the U.S., which processed most of the 
world’s silk exports before the war. Tex- 
tile mills in America consumed 50 million 
pounds of raw silk a year prior to 1940. 
Indicated requirements for the future are 
less than half that figure. Consumption in 
other manufacturing countries is expected 
to stabilize at a similar level as production 
and supply of raw silk are restored. 

Present movement of silk into the mar- 
ket is limited in quantity and there is a 
backlog of demand, so the initial outlook 
for exports is favorable. However, there is 
surplus trouble ahead. 

Japan, for example, is bent on reviving 

her prewar exports of 45 million pounds 
annually to the U.S. She has shipped 7 
million pounds so far this year. China, 
eager for a larger share of the trade, is 
stimulating production. Korea is estab- 
lishing a silk industry. But the market at 
which they are aiming will not be able 
to absorb the maximum production they 
plan. 
@ Greatest decline in silk consumption 
is in the manufacture of women’s hosiery, 
for which most of the Japanese silk was 
used before the war. During 1940, when 
nylon yarn first became available, the 
U.S. produced 57 million dozen pairs of 
stockings, more than 70 per cent of them 
made of silk. Production for the first half 
of 1946 was about 20 million dozen pairs, 
of which 68 per cent were of nylon and 31 
per cent of rayon. 
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It is unlikely that silk again will be- 
come an important material for stockings 
because the nylon fiber is stronger, ab- 
sorbs less water and is less likely to snag. 
U.S. Government economists estimate 
that eventually silk will be used for about 
10 per cent of hosiery production. 

The principal outlet for silk fabrics 
probably will be for women’s evening 
dresses, women’s underwear and for lin- 
ings. 

@ Difficulties of distribution and manu- 
facture, meanwhile, are delaying a partial 
recovery of the industry in the U. S. 

Distribution of the Japanese silk is 
slow. The United States Commercial 
Company, a Government agency, re- 
ceives the product from the Allied occu- 
pation command at Tokyo, has it tested 
in New York, then sells it by sealed bids. 
Of 5 million pounds that has arrived in 
the U.S., less than a million pounds has 
been sold. . 
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AMERICAN NYLON ... 
Synthetics are stronger 





The only other silk available is a small 
quantity from China and Italy. 

Prices are confused. The average was 
$9.82 a pound at the first auction of 
Japanese silk. At the second auction 
the U.S. Commercial Company main- 
tained prices around $6.60 by throw- 
ing out all bids below $5. Silk from 
China and Italy is being offered in the 
free market at $8.25. 

Buyers argue that if silk is to recover 
it will have to be sold at prices that will 
permit it to compete with synthetic fibers. 
Silk dealers at Shanghai, however, say a 
price of $6.60 is less than the cost of pro- 
duction in China. 

A labor shortage is holding up the 
production of yarn. Silk is more difficult 
to handle than either nylon or rayon, and 
few workmen with experience are avail- 
able. Output of yarn by the end of this 
year will be sufficient for only about 
175,000 pairs of stockings a month. 

The weaving mills are troubled by a 

similar, although less acute, shortage of 
skilled hands. 
@ Prospects are that a surplus of silk 
will not develop for some time to come. 
Production still is small. Manufacturers, 
unable to fill the heavy demand for all 
textiles, will use silk to supplement their 
supplies of other fibers. 

Eventually consumption of silk will 
find a permanent level at some point be- 
low the figure for 1940. How low the 
final level will be still is a question, but 
it is certain that the people of America 
and Europe are going to wear less silk 
and more synthetics in the future than 
they did before World War II. 
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Economic life in Argentina now can be brought firmly and com- 
pletely under President Peron's thumb. 

New law, called Maximum Price Act, permits Peron's Government 
to set minimum as well as maximum prices; to ration, expropriate or 
regulate any kind of goods; to enter forcibly any factory, warehouse, 
office or store in order to inspect or demand information. 

All branches of industry, utilities and transport are includede 

Totalitarian economy in Argentina now is likely. 

Trend is shown by earlier nationalization of the Central Bank, 
regulation of unions, establishment of state monopoly in grain, 
virtually complete control of exports, etc. 

You get details on the new Argentine law on page 10. 














Negotiations with Argentina for linseed oil are still bogged 
down. Latest undertaking is an attempt to barter U.S. soybean oil for 
Argentine linseed oil. U.S. now is critically short of linseed oil. 

Brightening spot in the fats and oils picture is copra. 

Copra is crushed into coconut oil, which is used mainly in soaps 
and shortenings. Residue makes good feed for cattle. 

Copra shipments from the Philippines are showing sharp increases. 
Exports this year may reach two thirds of prewar tonnage. Next year, 
unless unforeseen difficulties occur, they should be back to normal. 

U.S. now will buy all the copra the East Indies can export dur- 
ing the next year. Mention is made of 300,000 tons. That would be 
half of prewar exports, is probably too high an estimate. 

This deal is really a tie-in sale. Proceeds will be used to buy 
"inducement" goods in the U.S. These are mainly print clothandsimple 
utensils to trade with the natives for copra. U.S. will try also to 
help restore inter-island shipping, as in the Philippines. Various 
types of landing craft are likely to be used. 

Copra bought by the U.S. will be allocated by the International 
Emergency Food Council to nations clamoring for scarce fats and oils. 

Arrangements with the Philippines and the Indies effectively tie 
two thirds of the world's copra into allocation by the Food Council. 
































A world boom in capital goods is just starting..... 
There will be two separate markets for capital goods. 








(over) 
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The reconstruction market, largely in Europe, actually may be 
Slow to open up, although plans are grandiose. 

Limited funds will put caution into buying. 

Loans by the U.S. and the International Bank will help. 

In Western Europe, Belgium is in the best position to buy now, 
but needs least. France and Holland probably will have to borrow to 
buy. Italy's industrial plant actually is in pretty good shape. 
Czechoslovakia needs machinery, but has little currency of other coun- 
tries. Sweden will be in the market if she promises as much production 
of manufactured goods to Russia as Russia wants. | 

Britain will meet most of her own needs and will compete strongly 
meanwhile for the above markets. Ona delivery and cost basis, she 
probably is fairly formidable competition right now for the U.S. 

But chances are, when this market for capital goods really devel- 
ops, delivery dates on U.S. machinery will not be too distant. 





























The other market for capital goods is in the underindustrialized 
countries, largely outside the war zone. This market is immediate. 

Buyers are flocking to the U.S., Canada, Britain, looking for 
machinery, tractors, turbines, cranes, locomotives and what not. 

There is no question of money. They have cash or credit. 

These buyers are from the countries trying to catch up: 

Australia, India, Brazil, Argentina, Mexico, South Africa. 

The catch, from the American standpoint, is that Britain has an 
inside track with most of these countries; in fact, she owes consider- 
able money to India, the Dominions and Argentina. 

some American firms will not be attracted to this business--yet. 
Domestic demand is too great; exporting involves too much red tape. 

Others, looking ahead, will want to crack these markets, will 
sweat out shortages of steel and strikes to meet delivery dates. 

Profit margins may be sliced thin to get export business like 
this, which leads to repeat business. 

These underindustrialized countries are to become arenas of com- 
petition for the big exporters of industrial goods. 





























What's happening in Brazil is typical of these countries..... 

New industries are springing up all over Eastern Brazil. 

Production of tractors is speeding up. Now made mostly from im- 
ported parts, they will be made later entirely in Brazil. 

Tire plants are making enough tires for Brazil's needs; now : 
export outlets are sought. Capacity of one factory will be doubled if 
U.S. machinery can be obtained. Goal is 2 million tires a year. 

New plant will be erected in Minas Geraes to make axles for auto- 
mobiles and freight cars and also to make other special steels. 

Modernization of port facilities in Rio de Janeiro and Porto 




















Alegre is planned; also a subway in Rio. 
Market for capital goods in Brazil is impressive. The question 
is: Who captures it? 
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NEW YORK CITY REPLACES LONDON 
AS CENTER OF WORLD TRADE IN FURS» 


Heavy imports by the U.S. are an 
important factor in the shift. Britain 


is failing so far to reverse the trend 


Reported from LONDON 
and NEW YORK 


Center of the world’s 300 mil- 
lion dollar trade in raw furs has shifted 
from London to New York and is likely to 
stay in New York. 

Strenuous attempts by Britain to 
recapture a large share of the world 
trade in furs are meeting with little suc- 
cess. Traders in nearly all the countries 
producing furs now are selling directly 
to buyers in the U. S. There is no indica- 
tion that many of them are willing to re- 
turn to the prewar practice of channel- 
ing sales through the London market. 

Fur buyers of the U. S. and their agents 
are firmly established in virtually every 
country where furs are produced. Fur 
trade and industry throughout the world 
are keyed to the U.S. market. 

Hear are the reasons: 

@ Biggest user of furs in the world is 
the U.S. 

Nine tenths of all fur exports in the 
world now go to the U.S. In spite of 
sharp increases in prices and heavier taxes 
on fur sales, wartime sales in the U. S. 
jumped to record peaks. The trade be- 
lieves increased use of furs is here to 
stay. To many Americans, a fur coat is be- 
coming more of a necessity than a luxury. 

A two-way expansion has occurred: 

Sales of coats have increased an esti- 
mated 25 per cent since prewar days. 
Most of the increase was accounted for 
by people of modest income. Thousands 
of women who went to work in war indus- 
tries used part of their increased earnings 
to realize the dream of owning a fur coat. 

Dollar value of fur garments sold in 
the U.S. has about doubled since the be- 
ginning of the war. Costs were pushed 
up by new styles that require 20 per cent 
more skins per garment. Still more was 
added to the bill by inflation, which in- 
creased the prices of some furs as much 
as 100 per cent. 

Retail fur sales in the U. S. for the fis- 
cal year ending June 30, 1946, totaled 
close to half a billion dollars. Experts in 


the fur trade estimate that total sales and 
resales of furs in the U.S. are running 
about 800 to 900 million dollars a year. 
This includes unprocessed furs and whole- 
sale trade as well as retail sales. 

@ Pattern of world trade in furs has 
changed radically in recent years. 

Traditional markets handy to London 
have dwindled in importance. British con- 
sumption is curtailed sharply by the La- 
bor Government's “austerity” program. 
Furs, along with other imported luxuries, 
are largely withheld from the British pub- 
lic. Buying abroad is restricted to more 
urgent needs. 

Most of Europe is too exhausted eco- 
nomically to splurge on furs. Europe 
probably will not be able to afford many 
furs for a long time to come. 

Direct trading between the U.S. and 
the fur-producing countries now is firmly 
established. Russia, the biggest source of 





furs imported by the U. S., makes direct 
contact with American buyers through 
the New York office of Amtorg, the trad- 
ing company of the Soviet Union. 

Afghanistan, which formerly shipped 
all its furs to Britain, now maintains a big 
trading company in New York called the 
Afghan-American Trading Company. The 
firm sold nearly 32 million dollars worth 
of karakul furs to U.S. buyers in 1945. 

Fur importers in the U.S. are active 
again in China and increasingly interested 
in South America. 

War made New York the world’s fur 
center. With the suspension of the fur 
auctions in London, producer countries 
that formerly had sent furs to England 
began shipping directly to New York. 
The submarine menace and wartime 
shortage of shipping hastened the trend. 
Russia, Afghanistan, Southwest Africa 
and Australia were the principal areas 
affected. 

Wartime prosperity strengthened the 
financial position of many small dealers 
in the U.S., so they were no longer de- 
pendent on London for brokerage serv- 
ices and could afford to deal directly with 
producers abroad. 

Typical of the trade shift from London 
to New York is the commerce in rabbit 
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BUYERS EXAMINE BLUE FOX PELTS IN LONDON 
Purchases in England have been reduced by the “austerity” program 
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skins. The U. S. takes about 80 per cent of 
the world exports of rabbit skins. Before 
the war, much of this trade was chan- 
neled through London. Now producers 
sell directly to the U.S. Rabbit fur is an 
important commodity in the manufacture 
of low-priced fur garments and felt for 
the hat industry. 

The hat shortage in the United States 
last winter was not caused by a drop 
in the supply of rabbit fur but by a 
wave of buying that was created by 
returning servicemen. 

There are signs that the worst short- 
ages have passed. The supply of fur suit- 
able for hats is easing somewhat and 
manufacturers’ stockpiles are larger than 
they were a year ago. 

France, the leading European source 
of rabbit fur before the war, now is step- 
ping up exports. France shipped 1,300,- 
000 pounds of rabbit skins to the U. S. in 
the first four months of 1946. 

@ British comeback. Britain is trying 
hard to regain a leading place for London 
in the fur trade of the world but is finding 
it an uphill business. 

Edwin J. Drechsel, staff correspondent 
of World Report, cables from London: 
“War-born competition from New York 
is being felt. The lack of labor for dyeing 
and dressing furs and the unsettled condi- 
tion of European markets are limiting 
exports.” 

Several developments give the fur trade 
in Britain some encouragement, however. 
Fur auctions have been resumed. Russia 
reportedly has decided to market sub- 
stantial amounts of furs at the London 
auctions this October instead of reopening 
the Leningrad market. Canadian exports 
of fur to London are climbing toward 
prewar levels. They totaled $7,841,524 in 
the first seven months of this year, a great 
increase over the wartime low of $28,- 
803 for the entire year 1944. But two 





thirds of Canada’s furs still are going 
directly to the U.S. 

To stimulate fur exports and discourage 
domestic use of imported furs, the British 
Board of Trade has imposed a quota of 
furs that may be sold for domestic use. 
Domestic sales in excess of this quota 
must be matched by an equal volume of 
exports. 

Recent figures on trading show why 
the Board decided to intervene: British 
imports of furs for the first six months of 
this year totaled 28 million dollars. Ex- 
ports came to only 15% million dollars. 
Before the war, a favorable balance in fur 
trade netted Britain an average of 12 
million dollars a year. 

@ Problems of the world trade in furs 
are largely in the future: 

Depression. Prosperity of the fur in- 
dustry is directly related to the general 
level of prosperity in the U.S. Mindful 
of this fact, many fur traders anticipate a 
slump when the present boom ends. Fur 
prices are notorious for sudden and 
extreme fluctuations. 

Competition. The trade is alert to the 
effect an ample supply of consumer goods 
will have on the fur market. Increase of 
fur prices during the war was due mainly 
to the fact that more people had money 
to spend and furs were among the few 
valuables they could buy. Now a growing 
volume of radios, electrical appliances, au- 
tomobiles and other goods is beginning to 
compete strongly for consumers’ dollars. 
@ Outlook. Informed opinion is that 
business prospects for the fur season in 
1946-47 are good. Autumn of 1947 is 
likely to see a waning of the sellers 
market, but volume of sales is expected 
to remain comfortably high for several 
years. Increasing emphasis is to be placed 
on the lower-priced furs like coney and 
mouton in an attempt to keep fur prices 
within reach of those with lower incomes. 





FURS OBTAINED BY SIBERIAN HUNTERS ARE SORTED 
Russia is the biggest source of skins brought into the U. S. 














S THE FirsT Undersecretary of State 
for Economic Affairs in U. S. history, 
William L. Clayton is tackling a monu- 
mental job which Russia’s present policy 
already promises to make more difficult. 
His assignment is the establishment of 
a smooth-working system of international 
economic and trade relations as a major 
contribution toward peace and security 
in the future. The program’s emphasis is 
on restoration of international trade, 
higher levels of economic activity and 
improvement in living standards through- 
out the world. 

Secretary of State Byrnes feels that 
Will Clayton can get the program into 
effect in two years—the time limit Con- 
gress fixed on the life of the new State 
Department post when its creation was 
voted a few weeks ago. 

The adamant stand Russia has taken 
at the Peace Conference in Paris against 
freedom of economic opportunity in na- 
tions behind the “Iron Curtain” is not an 
encouraging development for the com- 
plete success of what Clayton is under- 
taking, but Clayton’s career to date has 
shown scant respect for unfavorable fac- 
tors—and with highly successful results. 
@ In private life, Clayton’s career has 
been in the best tradition of poor-boy- 
to-riches. Born on a meager farm near 
Tupelo, Miss., on Feb. 7, 1880, he rose 
first to the highest and most lucrative 
position in the cotton business, and 
thence to the top councils of government. 

Clayton started young. He quit gram- 
mar school when only 13 and went to 
work in a law office, studying shorthand 
at night until he became qualified for 
general stenographic work. Two years 
later—it was 1895—a secretarial oppor- 
tunity in St. Louis, Mo., gave him his 
entree into the cotton business. By the 
time he was 24, he was able to set him- 
self up in his own business, organizing 
the firm of Anderson, Clayton and Co. 

Under Clayton’s direction, the firm 
became the largest raw cotton house in 
the world, both in merchandising and 
distributing. Its branch offices dotted 
Europe, South America, Egypt, India 
and the Far East. 

The knowledge Clayton acquired in 
these vast operations, extending over a 
quarter of a century, has served to make 
him perhaps more familiar with the de- 
tails of world trade than any other man 
in the U.S. This is a major asset in his 
present work as Undersecretary of State 
for Economic Affairs. 

@ Government service first beckoned 
Clayton back in the days of World War I. 
During 1917-18, he served in the Cotton 
Division of Bernard Baruch’s War Indus- 


tries Board, then returned to private 
business after the Armistice. 

Clayton was back in Washington again 
in the summer of 1940. World War II 
had not yet engulfed the U.S., but he 
saw trouble ahead for the nation, so he 
resigned as chairman of the board of 
Anderson, Clayton and Co., and came to 
Washington to offer his services. 

Clayton's first post was as raw ma- 

terials adviser to the Co-ordinator of 
Inter American Affairs, which he as- 
sumed in August 1940. Two months 
later, he was named Deputy Federal 
Loan Administrator. Thereafter, jobs and 
titles accumulated rapidly. He became 
Assistant Secretary of Commerce in 
charge of the world activities of the Re- 
construction Finance Corporation; presi- 
dent of the War Damage Corporation; 
chairman of the board for both the Rub- 
ber Development Corporation and the 
U.S. Commercial Company, two RFC 
subsidiaries; vice president and trustee 
of the Export-Import Bank; U.S. dele- 
gate to the 1943 Food and Agriculture 
Conference at Hot Springs, Va., and in 
1944, administrator of the Surplus War 
Property Administration. He held the lat- 
ter post until appointed Assistant Secre- 
tary of State at the end of 1944. His pro- 
motion to Undersecretary for Economic 
Affairs became effective last month. 
@ A prodigious worker, Clayton, at 66, 
still amazes much younger subordinates 
by the pace he can maintain. Early rising 
enables him to get to his desk in the 
State Department between 7 or 8 o'clock 
each morning. In the first hour or two, 
he manages to dispose of accumulated 
paper work, using the short cut of memos 
and notations in the shorthand he learned 
in his youth. Thus, he has the bulk of 
the day free for the lengthy sessions of 
planning and the conferences which the 
projected economic program entails. 

Mrs. Clayton has been none too happy 
about the 16-hour day her husband has 
been devoting to his official duties, but 
all she can get from him is a promise that 
he will “take things easy—one of these 
days.” He hasn’t had a vacation since 
coming to Washington in 1940, and 
about the only regular exercise he can 
count on is walking to work. 

Tall, slim and friendly, Clayton has a 
capacity for arousing great loyalty and 
admiration among his associates. He is a 
man of much urbanity, and he has a 
good sense of humor. Asked once 
whether his cotton business had made 
him a millionaire, his smiling reply was 
a “guess” that it had. 

Clayton likes good mystery stories for 
relaxation, horseback riding and an occa- 


CLAYTON: Thrives on Difficulties 
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UNDERSECRETARY CLAYTON 
Seeks peace through economics 


sional rubber of bridge, but the pressure 
of work gives him scant time for any 
such recreation these days. He and Mrs. 
Clayton live simply in Washington. They 
have four daughters, all married. The 
Clayton home is in Houston, Tex., but 
Clayton hasn't been able to get away 
long enough to visit it in six years. 
@ Clayton’s philosophy in the economic 
sphere is almost that of a free trader. 
He is opposed to tariffs and government 
subsidies as a crutch for industries which 
cannot compete in world trade under 
good management. He likewise is an 
enemy of private cartels, but might go 
along with the idea of limited cartels 
under government operation, provided 
they were temporary and special circum- 
stances. existed. Like so many other econ- 
omists, Clayton is convinced the U.S. 
must pursue a very liberal policy on ex- 
ports, imports and capital loans during 
the coming years if America is to obtain 
its fair share of world markets. He sees 
trouble ahead unless the channels of 
world trade are opened and kept open. 
Troublesome situations, however, do 
not seem to bother Clayton very long, 
because of his resourcefulness. Friends 
recall with a chuckle, for instance, the 
way he managed to get to Atlantic City 
last spring in time for the UNRRA 
Council session. Chief of the U.S. dele- 
gation, he missed his train connections in 
Philadelphia and could find no taxi to 
complete the trip. So as a last resort he 
hired a hearse and rode into Atlantic 
City beside its driver. He got there for 
the opening session. 
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ee the news in every is- 


sue of World Report is gathered 
from the four corners of the 
earth, a subscription makes an 
ideal gift for your friends, rela- 
tives and business associates who 
are abroad. What more practical 
way of letting them know you 
are thinking of them? Gift sub- 
scription rates: $4 for the first 
subscription, $3 for each addi- 
tional—in U.S., its possessions 
and Central and South America. 
Add $1 extra postage for each 
subscription to Canada and other 


countries. Mail your order to 
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JUNIOR EXECUTIVES 
Speak SPANISH? 


Your company can derive great advan- 
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executives trained to speak Spanish, 
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, LINGUAPHONE INSTITUTE 
82 RCA Bidg., New York 20, N.Y. 

Without cost or obligation send me the 
Linguaphone Book. 


Name 





Address 





------- 
ie ein ate com can aon ony am ae 








34 ¢ WORLD REPORT 





RAINED in the stern schools of the 

Communist underground and guerrilla 
warfare, Premier Marshal Tito of Yugo- 
slavia is used to being in tight places— 
and getting out of them unscathed. Now 
he evidently is relying on his accumu- 
lated experience to get him through 
tight places involving explosive questions 
of international relations. 

The strong man of the turbulent Bal- 

kans boasts a stormy career which few 
world figures can match, so much so that 
Tito would seem out of character in a 
placid atmosphere for any length of 
time. 
@ A peasant’s son, he was born Josip 
Broz on a Croatian farm in 1890. He did 
not assume the name of Tito until years 
later after he had been using it as a 
pseudonym for articles he contributed 
to the illegal Communist press. 

Tito was sent to war in 1914 as a 
private in the Austro-Hungarian Army, 
but deserted to Russia the next year and 
was in a Russian prison camp until 1917 
when he was released to fight with the 
Red Army for four years. 

Returning to the newly formed Yugo- 
slav state after Commintern training, Tito 
became a radical agitator and a Croat 
labor leader. His activities soon landed 
him in prison on charges of Communist 
conspiracy and he served five years at 
hard labor. He was released in 1934 
and promptly resumed his underground 
activities in the Communist Party. Dur- 
ing the Spanish Civil War, he played an 
important part in smuggling men into 
Spain to fight against Franco, and he 
helped organize the International Bri- 
gade, although he did not fight himself. 

The German conquest of Yugoslavia 
found Tito living in Zagreb, but he did 
not become active in the resistance move- 
ment until Russia was invaded two 
months later and the Partisans began 
their guerrilla war on the Nazis. Tito 
explains the delay as “tactical expedi- 
ency.” 

Assuming leadership of the Partisans 
in his aggressive way, Tito built up their 
strength from a mere handful to an esti- 
mated force of 200,000. The Partisans 
were a political as well as a resistance 
movement. Besides harassing the Nazis, 
they also fought the Chetniks of Gen. 
Draja Mikhailovitch, Tito’s rival for post- 
war power. With strong Russian spon- 
sorship, Tito finally succeeded in getting 
the Western Allies to accept him as the 
main leader of Yugoslav resistance. 

As soon as the war ended, he used 
this advantage to become installed at 
the head of the Yugoslav Government, 
which started out as a coalition regime 
but was quickly retailored by Tito to 
give complete control to himself and his 


party. 


TITO: Learns the Hard Way 









@ In appearance, Tito is stocky ‘and © 
muscular, with a broad Slavic face and a © 
thick shock of gray hair. He has the same 
height of five feet eight as Stalin and 
Churchill. While most photographs show 
him scowling or stern, Allied military 
men attached to his headquarters during 
the war say he laughs more than he 
frowns and thoroughly enjoys banter. 
Normally, he is scholarly in manner and 
soft spoken. 

The Yugoslav Premier is an exceedingly 
dynamic individual, capable of great per- 
sonal charm, which he has employed alike 
on Russian, British and U. S. dignitaries. 

A hearty eater and drinker, Tito keeps 
his cooks very busy. Regardless of the 
hour, he can consume large quantities of © 
Raki, the high-powered native brandy, 
without showing any effects. But he shies » 
away from American whisky, explaining: 
“It makes me drunk.” 

Understandably, Tito is a welcome 
visitor at Moscow and his trips there 
usually have been the occasion for lavish 
receptions and display. His son, Lieut. 
Zharko Broz, fought in the Red Army 
during the war and lost a forearm, for 
which he received the highest military 
decoration of the Soviet Union. 

Tito is said to be subject to flattery 
on only two points: His dog, a brown 
Dalmatian, and his physical prowess. 
Given an opportunity for talking about 
the physical feats he has performed, he 
will beam like a small boy flexing his 
muscles for impressed playmates. 

Since assuming power in Yugoslavia, 
Tito has had several tries at flexing his 
country’s diplomatic muscles threatening- 
ly without desired effects. But Tito has 
a reputation for learning the hard way. 





PREMIER MARSHAL TITO 
Likes to flex his muscles 
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(1) GENERAL PERON, first President elected since 1937, receives the sash, badge 
of office, from his predecessor, Gen. Edelmiro Farrell, in ceremony at the Casa Rosada. 


FOOD AND POLITICS: 
THE ARGENTINE WAY 


oo Argentine Government's full 
control of the world’s largest surplus 
of food available for export to hungry 
nations gives it a strong position in eco- 
nomic dealings with other countries. 
Recognition of this advantage is ap- 
parent in Argentina’s demand for higher 
prices for her wheat, meat, linseed oil 
and other products, and in insistence 
on more favorable commercial and finan- 
cial relations with other nations. 

With food short in most of the world, 
the U.S., Britain, Soviet Russia and 
others have made unsuccessful efforts to 
negotiate agreements for large-scale pur- 
chases of Argentina’s foodstuffs and 


other raw materials. High prices have 
blocked most deals. 

Argentina has made full use of her 
political as well as economic power to 
gain her objectives. Russia was recog- 
nized, and a trade treaty is under dis- 
cussion. Britain is seeking a settlement 
of Anglo-Argentine trade and financial 
questions. Negotiations are in progress 
to work out a settlement of political 
(particularly Nazi influence in Argen- 
tina) and economic relations between 
Argentina and the U. S. 

Here are the men, the products and 
the events that have made the Argentina 
of today. 
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—Harris & Ewing 


(2) EX-AMBASSADOR 
Braden. Perén dislikes him. 


—Acme 
(3) AMBASSADOR George 
Messersmith. Perén likes him. 
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(4) FIRST PRESIDENT of Argentina 
chosen by secret, universal ballot, was 
Hipolito Irigoyen, elected in 1916. 
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(5) MARCELO ALVEAR succeeded 
Irigoyen in 1922 and served until 1928, 
when Irigoyen again became President. 
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(6) CIVIL STRIFE brought Irigoyen’s 
resignation in 1930, and Gen. José 
Uriburu began a brief, dictatorial rule. 


—International 


(10) PERON, Vice President, War Minister and Labor Minister in Farrell’s Cabinet, was forced to resign by a revolution 
in October 1945. Students and other opponents of Perén demonstrated wildly in the streets of Buenos Aires. 
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(7) ELECTED successor to Uriburu was (8) VICE PRESIDENT Ramon Castillo (9) REVOLUTION made Gen. Pedro 
Gen. Augustin Justo, who was followed assumed the Presidency in 1940 when Ramirez President in 1943. He resigned 
in 1937 by Dr. Roberto Ortiz (above). Ortiz resigned on account of illness. in 1944, was succeeded by Farrell. 


—International 


(11) FOLLOWERS of Perén, including labor and nationalist elements, paraded in protest against his detention on a 
warship after the October revolution. Soon released, Perén launched his successful campaign for the Presidency. 
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(12) SAILORS from the scuttled Graf Spee, nominally interned, were popular (13) DESPITE tension with the U. S., Presi 
with Argentina’s large German population. Most have been returned to Germany. 


first anniversary of the death of President Ro 
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(15) MEAT EXPORTS from Argentina are the largest in the world. Here (16) WHEAT AND CORN from Argentt 
packing house workers are dressing beef and lamb carcasses for shipment overseas. fight famine in Europe. Horse-drawn transpo 
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dent Farrell led a memorial parade on the 
dsevelt, who always was popular in Argentina. 
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(14) RUSSIANS, members of a trade mission to Argentina, carry flowers to a 
Buenos Aires statue of Gen. José De San Martin, Argentina’s national hero. 
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(17) LINSEED OIL, gg ae by UNRRA for the Ukraine, leaving Buenos 
Aires on a Russian ship. Price is too high for U.S. paint manufacturers. 
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Life Around the World 


Life is getting brighter in Brussels 
as consumer goods reappear in stores 


BRUSSELS 

RUSSELS Is BUSY this summer. In the 
B business area in the lower part of the 
city, jammed all day long with crowds 
that overflow the sidewalks, window- 
shoppers. continually cluster in front of 





the countless little shops to examine a 
steadily growing variety of merchandise. 
They have both medium-priced and more 
expensive clothing and shoes, hats, hand- 
bags, jewelry, watches and clocks, foun- 
tain pens, cameras, vacuum cleaners and 
other electrical gadgets, fine linens and 
laces, china and glassware. 

There are pictures and new books in 
the attractive bookshops, which are more 
numerous in Brussels than filling stations 
and drugstores in the average American 
city. 
Unlike those of Paris, the many side- 
walk cafes, where one can stop for a 
glass of beer or wine, are virtually full 
at all hours of the day. 

The little restaurants, inviting, immacu- 
lately clean and almost as numerous as 
the bookshops, also are well patronized, 
and their guests always can eat well. The 
menu generally offers a wide choice of 
dishes containing fish and chicken in 
place of meat, which is scarce and expen- 
sive. Good steak dinners can be had, how- 
ever, and the price one would pay on the 
black market is well under what it would 
be in Paris. 

Moreover, in contrast with London 
restaurants, which have dispensed with 
napkins because of paper shortages, those 
here have an abundant supply of linen. 

Although all goods still are scarce, the 
stores in Brussels are stocked richly not 
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only with luxuries and trifles but with 
essential articles at controlled prices. In 
London, most of the store shelves are 
bare, and, in Paris, little is offered except 
luxury goods at fabulous prices, such as 
$30 for a silk scarf. 

Prices are not low, especially in view 
of average earnings. (Labor groups now 
are agitating for a minimum wage for 
skilled workers of just about 33 cents 
an hour.) Food, particularly, is high. In 
the ordinary restaurant, it is difficult to 
get a three-course meal for less than about 
$2 or $2.50. The housewife pays about 
70 cents a pound for butter at the legal 
rate, more than three times that on the 
black market. Eggs cost about 7 cents 
each. 

Clothing prices, in general, seem about 
the same as those for medium-priced 
lines in the U. S., with a small proportion 
of expensive items, such as handsome 
blouses, selling at $20 or $25. The quality 
is generally superior to what one finds in 
England, where the better textiles ap- 
parently are being exported, and there 
is a considerable quantity of silk avail- 
able for women’s clothes. 

Silk and nylon stockings are offered 
here and there for approximately $5 and 
$7 a pair, respectively, but few women 
wear them. Shoes, on the whole, are a 
little less expensive, perhaps, than in the 
U.S., but many of the poorer people— 
the lusty-voiced women who operate out- 
door fruit stands, for instance—wear bed- 
room slippers instead. As for toys, a small 
rubber ball costs a dollar. 

All clothing, shoes, gasoline, meat, 
sugar, bread, butter and certain other 
things still are rationed. Clothing rations 
allow a person about the equivalent of 
one complete outfit a year. The prosper- 
ous, however, often can pay a little more 
in lieu of the required points or even 
step out into the street and buy a coupon 
for shoes. The average person looks as if 
he must live well within his clothing 
rations. 

The black market still flourishes, but 
it is diminishing steadily. The prevailing 
attitude toward it seems to be one of 
happy-go-lucky tolerance. It) is useless to 
try to stamp it out by force, officials say. 

A Government official showed me one 
phase of the black market in operation. 
In the crowded Rue Neuve, he pointed 








out dozens of girls, most of them in aprons 
with big, bulging pockets, standing near 
entrances to arcades into which they 
could disappear quickly. As we watched, 
they openly held out to passers-by Ameri- 
can and British cigarettes, chocolate and 
now and then an orange or two. 

The official recommended as one of 
the sights of Brussels the shabby, block- 
long Rue des Radis, notorious center of 
the black market. A bellboy and a post- 
man, whom I asked to direct me there, 
smiled slyly as they did so. Outside the 
dark doorways of drab, old, row houses 
on the Rue des Radis, men and women 
lined the way offering American ciga- 
rettes at $1.80 a package, chocolate, 
sugar, coffee and coupons for clothes and 
shoes. 

Brussels is free of sights vividly remi- 
niscent of war. There are no ruins of 
houses, such as those in London, and no 
small, marble plaques on the walls of 
buildings, such as those in Paris, each 
marking the spot where some young 
Parisian died in the liberation of the city 
two summers ago. 

Even so, signs in public places tell 
where one should go to seek information 
about any relatives who might be among 
the 30,000 Belgians who disappeared dur- 
ing the German occupation and who still 
are untraced. 

Many wartime inconveniences will re- 
main for a long time. It would be only a 
slight exaggeration, for example, to say 
that Brussels is almost without telephone 
service. Worn-out equipment makes con- 
nections difficult and reception poor. The 
only directories are relics of prewar days 
and are so scarce now that they aren't 
even furnished in the public telephone 
stations. This means that one must call 
information and wait as long as 10 
minutes for that overworked and under- 
staffed office to answer. 

Streetcars run under difficulties. So 
many have been taken out of service that 
the rest have had to speed up their 
schedules. At many stops, they never 
rome to a halt unless the traffic light re- 











quires it. Passengers jump nimbly off the 
crowded platforms in front and rear as 
the cars roll on. 

In addition, there are all the incon- 
veniences to be expected from a shortage 
of labor everywhere. This shortage in the 
coal mines is holding back all Belgian in- 
dustry, since Belgium normally produces 
most of its own coal. The arrival of 
Italian miners, however, is beginning to 
offer prospects of some improvement, and 
the people have been assured the same 
small ration of coal for the coming winter 
that they had last year. 

The people of Brussels seem to take all 
the annoyances in their stride, however, 
and look forward to better days. Their 
principal topic of conversation now, along 
with the Government crisis, seems to be 
the new American automobiles that every- 
body wants. But the average citizen must 
wait a long time for his new car. The few 
being imported now are distributed on a 
priority basis to physicians, Government 
officials, war veterans and others. 


Brussels is full of small businesses of 
all sorts, and more are opening, or seek- 
ing to open, all the time. This is true 
now throughout the country. Incidentally, 
among the requests for authorization to 
set up new enterprises that have been 
screened by the Government are 2,000 
from would-be publishers of new papers 
and magazines. Brussels alone has seven 
good-sized dailies now. 

The Belgians, despite rationing and 
the strict controls still maintained over 
business activity and consumer spending 
for various purposes, are aware that they 
are better off now than most Europeans. 

In Ghent, for example, local families 
have taken more than 200 French chil- 
dren into their homes, as guests for a 
month this summer, to help them forget 
the privations of life at home. 

And in Brussels, a traveler who men- 
tions that he is on the way to some city 
outside Belgium is almost sure to get as 
an answer a warning that he will find 
things not so good there. In J 


Uruguayans are proud of their democracy 
despite shortages of food and transport 


MONTEVIDEO 

HERES NO DOUBT that Uruguayans 

are lovers of democracy who do their 
best to practice what they preach. 

Montevideo is less than an hour’s flight 
from lush Buenos Aires, but it’s in a dif- 
ferent world. 

While Argentina has surpluses, Uru- 
guay has shortages, some of 
them desperate. There is no 
white bread. Eggs, milk, salt, 
even meat (in a meat-produc- 
ing country) often are hard to 
get, except at the leading hotels. 

Transport is so broken down 
that you see wagons and bug- 
gies built in the 19th century 
carrying freight, and motor 
trucks, with the motors re- 
moved, pulled by a struggling 
team of horses or mules. 

The Uruguayans, however, 
have a passionate faith in their 
democratic way of life that’s 
hard to find elsewhere in South 
America. In this small country of a little 
more than 2,000,000 people, they would 
rather eat black bread than lose their 
precious right to speak their mind on in- 
ternational affairs. 

The President walks along the. Plaza, 
without bodyguards, tipping his hat to his 
neighbors; the Vice President chats 
amiably with friends over cocktails in the 
lobby of the Nogaro Hotel; the Foreign 
Minister—or anybody, for that matter—is 
so easy to see that you have only to pick 
up the phone and ask if you can drop 
around in 15 minutes. 





It is a modern, clean, progressive coun- 
try, and the people are well aware that 
their Republic is a kind of laboratory of 
democracy. They do not consider politics 
as something for the politicians to worry 
about. They talk it, act it, live it. Politics 
is always the subject of conversation. 
From my own deliberate probing and 
questioning, I’ve found that the 
average man is well informed 
on international as well as na- 
tional and local politics. So is 
the average woman. The 
women can vote and hold seats 
in Congress,.a rare thing in 
Latin America. 

Uruguayans are proud that 
they were the first in Latin 
America to adopt a minimum 
wage law—and tell you about it. 

In any discussion, they tick 
off the facts that Uruguay also 
was the first to create the work 
day of eight hours, to separate 
church from state, to abolish 
capital punishment, to grant women the 
right to vote, to legalize divorce and to 
grant legal status to illegitimate children, 
including the rights of inheritance. They 
like to point out, too, that Uruguay has 
unemployment insurance, pensions, so- 
cialized medicine for low-income groups 
and state care for mothers. ! 

Montevideo is no Reno, but many 
Latin Americans now come to the capital 
for their divorces. Proceedings are not 
aired sensationally in public courts. The 
newspapers don’t even publicize them. 
The hearings are conducted in private, 





the prevailing opinion being that they are 
of interest only to those who are immedi- 
ately concerned. 

This is perhaps the only country in the 
world where you can get a’higher educa- 
tion free, including graduate studies in 
medicine, engineering, architecture and 
other professions. There are no tuition 
fees or laboratory charges. Students from 
other countries get the same benefits as 
those from Uruguay. 

The gap between the very rich and 
the very poor, with the very poor pre- 
dominating, is the general pattern in 
Latin America, but the difference is not 
as great in Uruguay. There is some 
poverty but few millionaires. Most people 
live fairly decently. There is no pretense. 
The man next to you in the cafe might 
have a sizable nestegg of tens of thou- 
sands hidden away, or a few thousand, or 
nothing at all, but his financial status 
wouldn't be apparent from his dress, his 
behavior, or his manner of speaking. 

The main topics of conversation in 
Montevideo these days are bread, foot- 
ball and politics. It’s hard to say which is 
the most important at the moment. In- 
flation runs a close fourth. 

By law, the bread here looks one shade 
lighter than mahogany. Some jokers say 
it tastes like mahogany. There is no black 
market where you can get a loaf of white 
bread or some rolls. The black market 
simply doesn’t exist. Government op- 
ponents, including the pro-Perén Herre- 
ristas, call it “Rodriguez Larreta bread,” 
after Uruguay’s Foreign Minister, who 
hasn't been seeing eye to eye with Argen- 
tina. The Government’s friends charge 
that Perén was responsible for the wheat 
shortage because he denied export per- 
mits for shipments to Uruguay in reprisal 
for Rodriguez Larreta’s policies, allegedly 
aimed at the military regime in Argen- 
tina. 

The Uruguayans, being as philosophi- 
cal about it as possible, thank their stars 
that at least there is some bread, even 
black bread, and that there’ is no famine 
as there is in many parts of the world. 

Futbol—which is really soccer as North 
Americans know it—has almost as many 
fans in Montevideo as it has in Buenos 
Aires, a city several times larger. They 
talk futbol with the same avidity as they 
do politics and, being sports fans by 
nature, they are interested almost as 
much in baseball and horse racing. 

In all this, one thing stands out: What- 
ever the Uruguayans do, they do with 
great enthusiasm and relish, and talking 
about it is half the fun. B. S. R. 
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WARNINGS TO YUGOSLAVIA 





Text of fourth note sent by the U.S. to Belgrade 


(Text of note delivered by U.S. Undersecretary of 
State Dean Acheson to Sergijie Makiedo, Acting Charge 
d’Affairs for Yugoslavia, Aug. 21, 1946, in which the 
United States gave a 48-hour ultimatum to Yugoslavia 
to give satisfaction for attacks on American planes or 
face action before the Security Council of the United 
Nations.) 


HE AMERICAN EMBASSY in Belgrade has informed me of 
T the contents of the message received from the Yugoslav 
Foreign Office on August 20. The replies of the Yugoslav Gov- 
ernment to our inquiries are wholly unsatisfactory to the Gov- 
ernment and shocking to the people of the United States. 

Your Government expressed regret because of what you call 
an unhappy “accident.” Your Government is aware that this 
was no accident; that a fighter plane of your Government de- 
liberately fired upon a passenger plane of the United States 
Government. 

Your Government states that one reason for the “accident” 
was that since August 10 there have been 44 instances where 
American planes flew over Yugoslav territory. The records 
show that since August 10 the total number of flights sched- 
uled for that route was only 32. These flights were made under 
instructions to avoid flying over Yugoslav territory and if in 
any instance a plane was over Yugoslav territory it was only 
because the pilot was forced by bad weather outside of the 
corridor. 

But this attack of August 19 was not the first. On August 9, 
a United States passenger plane while in the vicinity of Kla- 
genfurt was fired upon by a fighter plane of the Yugoslav Gov- 
ernment. It was forced to make a crash landing. When it land- 
ed, the crew and passengers were taken into custody by Yugo- 
slav authorities and are still held as prisoners of the Yugoslav 
Government. 

For some days, the representative of the United States Gov- 
ernment was unable to communicate with these American citi- 


L 


4 —Harris & Ewing 
UNDERSECRETARY ACHESON 
“, . - offense against law of nations” 


42 « WORLD REPORT 





zens. Finally, he was permitted to do so but only in the pres- 
ence of the military authorities of Yugoslavia. Twelve days 
have passed and these American citizens are still held by 
Yugoslavia. 

The message now received from our representative indicates 
that on the 19th of August, when this second passenger plane 
was fired upon, some if not all of the occupants were killed. 
They met their death not by “accident” but by the deliberate 
acts of Yugoslav authorities. The excuse given for taking the 
lives of these American citizens is that the plane in which they 
were traveling was a few kilometers inside of Yugoslav terri- 
tory. 

Your Government asserts that for 12 minutes prior to the 
attack the pilot of the plane was “invited” to land. At the time 
you claim the pilot was “invited” to land the records at Klagen- 
furt show the pilot advised the Klagenfurt station that he was 
over Klagenfurt, which is well outside of Yugoslav territory, 
and was all right. 

These outrageous acts have been perpetrated by a Govern- 
ment that professes to be a friendly nation. Until we have had 
opportunity to confer with the survivors of these two attacks 
and we receive such other evidence as is available, we make 
no statement as to the exact location of the two planes when 
they were attacked. 

Regardless of whether the planes were a short distance 
within or without the corridor, they were unarmed passenger 
planes en route to Udine, in Italy. Their flight in no way consti- 
tuted a threat to the sovereignty of Yugoslavia. The use of 
force by Yugoslavia under the circumstances was without the 
slightest justification in international law, was clearly incon- 
sistent with relations between friendly states, and was a plain 
violation of the obligations resting upon Yugoslavia under the 
Charter of the United Nations not to use force except in self 
defense. 

At no time did the Yugoslav Government advise the United 
States Government that if one of its planes should, because of 
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weather conditions, be forced a mile or two outside of the cor- 
ridor or, because of mechanical troubles, should find itself out- 
side of that corridor, the Yugoslav Government would shoot to 
death the occupants of the plane. The deliberate firing without 
warning on the unarmed passenger planes of a friendly na- 
tion is, in the judgment of the United States, an offense against 
the law of nations and the principles of humanity. 

Therefore, the Government of the United States demands 
that you immediately release the occupants of these planes 
now in your custody and that you insure their safe passage be- 
yond the borders of Yugoslavia. 

The Government of the United States also demands that its 
representatives be permitted to communicate with any of the 
occupants of the two planes who are still alive. 

If within 48 hours from the receipt of this note by the Yugo- 
slav Government these demands are complied with, the United 
States Government will determine its course in the light of 
the evidence then secured and the efforts of the Yugoslav Gov- 
ernment to right the wrong done. 

If, however, within that time these demands are not com- 
plied with, the United States Government will call upon the 
Security Council of the United Nations to meet promptly and 
to take appropriate action. 





(Text of statement issued by the U.S. State Depart- 
ment on Aug. 20, 1946, giving firsthand reports on the 
shooting down of an American plane by Yugoslav fighters. 
The reports are from Theodore J. Hohenthal, U.S. 
Consul at Zagreb, and Capt. William Crombie, the pilot.) 


THE CONSUL’S REPORT 


"igen yp HOHENTHAL'S REPORT states United States person- 
nel said they were getting best treatment and only 
objected being under close guard. The copilot told Consul 
that aircraft which appeared in front of plane bore marking 
resembling British so he thought they were over Udine and 
did not understand signal of other plane, but United States 
plane rocked wings in reply. The copilot thought only two 
planes attacked. 

Assistant military attache’s report on interview states 
aircraft fired on by Yugoslav fighter planes, fire continued 
during descent, last burst just prior to crash landing. None 
hurt except Turk who had bullet through wrist and body 
near heart. Aircraft had no mail or official cargo. All personal 
papers, baggage and ship's log taken by Yugoslavs. 

Consul and assistant military attache were refused per- 
mission to see plane and told that this and question of release 
of men would be decided in Belgrade, so they returned to 
Zagreb and Belgrade respectively. Our notes to Foreign Office 
August 13 and 16 requested release but these and our oral 
protests from August 12 up to today have not yet brought 
any reply. United States civil passenger was Richard M. 
Blackburn, father of Charles Blackburn, Clayton, Ohio, 
R.F.D. 1. 

On August 12, Hohenthal and British military attache saw 
plane lying in small field near hills but were stopped 50 yards 
away. British military attache said pilot deserves high praise 
for excellent landing in difficult spot. 


THE PILOT’S REPORT 


EFT VIENNA at 1140 for Udine. The weather was pretty 
bad but we were able to fly contact half way to Graz. 

As the weather got bad, we climbed up to 15,000 feet and 
flew on instruments. We saw Klagenfurt through a hole in 
the overcast so we then took a heading of 280 degrees (at 
Klagenfurt, we asked Udine for a QDM but were refused). 
We continued on this heading for about 15 minutes and 


then headed south. (We thought we would be north of 








Udine.) We finally broke out of the clouds and realized we 
were not over Udine. About that time, a plane (pursuit type) 
passed us and we all thought it was British. Then two other 
aircraft passed us and we saw they were Yugoslav. They 
flew around us a couple of times and one time they wagged 
their wings. I was trying to orient myself and at the same 
time trying to find a field to set down on, an airport. About 
that time, I saw tracer fire go by right underneath the cockpit. 
A minute or so later, one of the crewmen came up and said 
one man was hit. I was about 6,000 feet and I started to find 
a field to set down in. I then received another burst of 
fire (I could feel it hit the aircraft). I told everybody to 
prepare for crash landing and I set the plane -down in a 
small cornfield (wheels up). The landing was rather smooth 
but both props were thrown off. We pulled the wounded 
man out and rendered him first aid. The time was about 
1400 (our time). 

People started collecting and Army officials soon came up. 
We had to leave our baggage in the plane and were taken 
into town. 

[All crew members and passengers, except one Turk still 
in hospital, were released on Aug. 22, 1946.] ~ 





Peace at any price not wanted, 
Tito says in declaring policy 


(Marshal Josip Broz (Tito), Premier of Yugoslavia, de- 
clared Yugoslavia wants peace “but not peace at any 
price” in a speech made to factory workers at Jenenice, 
his summer home, on Aug. 20, 1946, in which he de- 
fended Yugoslavia’s actions. Here is the text of that 
portion of his speech dealing with the international 
situation as translated and distributed by the official 
Yugoslav news agency.) 


y THIS TIME when peace should be built, when negotia- 
tions are taking place around the green table, we have 
come to a conclusion which hurts us deeply. We have come to 
realize that certain countries which during this war of libera- 
tion marched together with us do not wish a peace of libera- 
tion but an imperialistic peace. 

However, we cannot reconcile ourselves to this. We have 
waged a liberation war and we have been striving to achieve a 
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peace of liberation. This means that our brothers from the 
other side of the frontier should be united with us, united to 
their mother country. [Slovenia, where Marshal Tito spoke, is 
in Northwestern Yugoslavia, bordering Italy. | 

This war of liberation has been a hard one, indeed. It has 
cost millions of victims. The U. S. S. R., Yugoslavia, Poland 
and other countries rank among those who suffered most. It 
is the great sacrifices of just these countries, and their tremen- 
dous contribution toward victory in having carried the main 
burdens of war on their shoulders, that today appear not to be 
recognized. 

It will be difficult to achieve a just peace, but we shall 
strive to achieve it. Our people are freedom-loving and 
peace-loving. Let no one say that we wish a new war or 
new provocations. A small country such as Yugoslavia, with 
her 16,000,000 inhabitants, has sacrificed 1,700,000 human 
lives in this war. 

What does this figure mean? It means she has sacrificed 
more than every tenth citizen. No one can say today to this 
small country of Yugoslavia that she wishes another war after 
all the terrible trials, after all the enormous losses and enor- 
mous conflagrations that raged here, after all the inestimable 
losses and sufferings. 

However, certain imperialistic great powers wish to accuse 
us of not wanting peace, just as they wish to accuse the Soviet 
Union of not wanting peace after having sacrificed millions of 
its best sons and daughters and after having suffered inesti- 
mable material losses. What does this imply? 

It means that such states wish to throw the blame for lack of 
success in achieving peace on us, who want peace more than 
anybody else. Yes, we want peace, the most just peace, but 
not peace at any price, such a peace as is wanted by those who 
wish to achieve their imperialistic aims at the expense of peo- 
ples who have sacrificed for the common cause all they pos- 
sibly could. 

Certain Allied countries are full of stories of their care for 
the independence of small nations, for the inviolability of their 
frontiers, etc., etc. However, what in fact do they do? 

They do not observe such principles even in the case of an 
Allied country such as Yugoslavia is. I will quote here to you 
some of the most remarkable examples. You will remember I 
raised in Parliament a remarkable case of the violation of our 
country’s independence. I would like to draw your attention 
to this matter as I wish to prove who in fact wants peace and 
who does not care about it; I wish to prove who is making 
provocations and who wishes to deny us our rights. 

On that particular occasion I raised the matter of the sys- 
tematic violation of our frontiers and our territory over which 
daily fly not single planes but tens of planes. However, such 
violations of our frontiers and territory did not stop after I 
raised the matter. You know very well yourselves that after 
this almost every day, be the weather clear or clouded—and as 
you know clouds during this time of year in Yugoslavia un- 


fortunately are few indeed—broucht incessant new violations 
of our frontiers and territory. 

You know, I repeat, that almost every day not only civilian 
but military planes flew over our territory, not single planes 
alone, but even whole squadrons. 

You will remember that I recently handed a note—in my 
present capacity of Deputy Foreign Minister—which quoted 
new instances of violations of our frontiers. Do you think any- 
thing was done to solve this matter? No, nothing was done. 
We were told we had to give them the identification number 
of each plane.‘Can you see the markings of a plane that flies 
at 3,000 meters? It is obvious you cannot see it. 

And when it happens, as it did happen, that a plane is 
forced to land, then hundreds of exceptions are made and 
statements put out that the plane could have lost its way in 
the clouds, though the sky was perfectly clear. 

Furthermore, slanders are being thrown against our Army. 
False statements were made that the plane did not get a 
signal to land, that the plane was fired upon when it had 
already landed, etc., etc. All this is not true, as I have 
been myself a witness of this event. 

We want a new peace but a peace worthy of those who have 
given the greatest sacrifice in this war. We do not want peace 
at any price because we have already paid too dearly for it. 
We do not want to pay even a penny more for it. We shall not 
yield even one inch of territory that rightfully belongs to us; 
we shall not give away what is ours; and we want peace and 
the best possible relations with all countries. 

When I speak today of those countries which during the 
war marched with us but which today take a strong attitude 
toward us I do not speak of such countries as a whole. I have 
in mind only a group of people which imposes its will upon the 
peoples of such countries—for whom no one can say that they 
are not democratic. 

The peoples of such countries are democratic and they de- 
sire peace as much as we do. However, the reactionaries of 
such countries want to misrepresent the true state of affairs in 


the world; they want to set the people of their own countries 


against those peoples who want justice and peace. 

There can be no question today of two fronts: Western and 
Eastern; Western countries and Eastern countries. No, the 
question today is one of true democracy versus reaction. There 
exists reaction in all Western countries just as it exists in our 
own country. There are democratic elements in England just 
as in any other country. 

Therefore, we should be on our guard today just as all the 
other peoples who cherish human democratic ideas and who 
wish to avoid a new war and the adventures of various re- 
actionary and imperialistic cliques should be on their guard. 

The question today is of these two fronts: The front of 
democracy and peace on the one hand; of reaction and various 
provocateurs on the other hand; in no case is there a question 
of two fronts along the lines West against East. 





FUTURE OF THE DARDANELLES 


Washington protests Soviet demand for control of Straits 


(Text of a note from the United States to Soviet Russia 
on Aug. 19, 1946, in answer to a note from Russia, con- 
cerning control of the Dardanelles, strategic waterway 
dividing Turkish territory and linking the Black Sea 
and Mediterranean. The U.S. note rejects Russia’s pro- 
posal that the Straits be centrolled by Black Sea powers 
only and recommends a revision of the Montreux Con- 
vention by interested nations and into “proper ‘relation- 
ship” with the United Nations.) 
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I ACKNOWLEDGE receipt of your note of Aug. 7, 1946, which 
sets forth the text of the note addressed on the same day 
by the Government of the Union of Soviet Socialist Republics 
to the Government of the Republic of Turkey, and express the 
appreciation of this Government for the courtesy of the Soviet 
Government in making this information available- 

It will be recalled that the American Embassy in Moscow 
made available to the Soviet Government in November 
1945 a copy of the note which the American Embassy in 














STRATEGIC WATERWAY WHERE RUSSIA SEEKS SPECIAL RIGHTS 


—World Report 


“Regime ... is a matter of concern not only to the Black Sea powers” 


Ankara delivered to the Turkish Government on Nov. 2, 1945. 

This Government has given careful study to the views ex- 
pressed by the Soviet Government in its note to the Turkish 
Government. It would appear from a comparison of this 
Government's note of Nov. 2, 1945, with the Soviet note to 
the Turkish Government of Aug. 7, 1946, that the views of the 
Governments of the United States and of the Soviet Union, 
while not in entire accord, are in general agreement with 
regard to the three following proposals set forth in the 
Soviet note: 


“(1) The Straits should be always open to the passage 
of merchant ships of all countries. 

“(2) The Straits should be always open to the passage 
of warships of the Black Sea powers. 

“(3) Passage through the Straits for warships not be- 
longing to the Black Sea powers shall not be permitted 
except in cases specially provided for.” 


The fourth proposal set forth in the Soviet note does not 
appear to envisage a revision of the Montreux Convention, as 
suggested in our note to the Turkish Government of Nov. 2, 
1945, but rather the establishment of a new regime which 
would be confined to Turkey and the other Black Sea powers. 
It is the view of this Government that the regime of the 
Straits is a matter of concern not only to the Black Sea powers 
but also to other powers, including the United States. This 


Government cannot, therefore, agree with the Soviet view that 
the establishment of the regime of the Straits should come 
under the competence of the Black Sea powers to the ex- 
clusion of other powers. 

The fifth proposal set forth in the note of the Soviet Gov- 
ernment was that Turkey and the Soviet Union should or- 
ganize joint means of defense of the Straits. It is the firm 
opinion of this Government that Turkey should continue to be 
primarily responsible for the defense of the Straits. Should the 
Straits become the object of attack or threat of attack by an 
aggressor, the resulting situation would constitute a threat to 
international security and would clearly be a matter for action 
on the part of the Security Council of the United Nations. 

It is observed that the note of the Soviet Government con- 
tains no reference to the United Nations. The position of the 
Government of the United States is that the regime of the 
Straits should be brought into appropriate relationship with 
the United Nations and should function in a manner entirely 
consistent with the principles and aims of the. United Nations. 

The Government of the United States reaffirms its willing- 
ness to participate in a conference called to revise the 
Montreux Convention. 

Accept, sir, the renewed assurances of my high considera- 
ation. 

DEAN ACHESON, 
Acting Secretary of State. 





ISSUE OF POLISH ELECTIONS 


America urges freedom in people’s choice of government 


(Text of a note from the United States to Poland on 
Aug. 20, 1946, in which the United States Government 
asks assurances that free and unfettered elections will be 
held in Poland in November in accordance with deci- 
sions made at the Yalta and Potsdam conferences.) 


Barwon INSTRUCTIONS from my Government, I have the 
honor to inform Your Excellency that my Government 
has been glad to learn that the Polish Provisional Government 
intends to promulgate electoral laws during the month of 
August and to hold elections early in the month of November. 
My Government is deeply conscious of the grave responsi- 





bility which it assumed, together with the British and Soviet 
Governments, by the decisions taken at the Crimea and Pots- 
dam conferences with respect to the holding of free and un- 
fettered elections in Poland. During the conversations which 
were held in Moscow in June 1945 the Polish leaders agreed 
to the acceptance of the principles formulated at Yalta. 
Accordingly, the Polish Government which was then function- 
ing in Poland was reorganized and there was created the 
Polish Provisional Government of National Unity, with which 
the governments of the Soviet Union, Great Britain and the 
United States established diplomatic relations. 

In departing from its traditional policy by assuming respon- 


SEPTEMBER 5, 1946 « 45 

































































eh ARS ILO AEE OE AA RE OC, Se a nextenien 


see aan te RO ALE a RE Ae NR “A AO LE YE OL I oe 





sibilities iu Gvin.c....2 with the internal affairs of ano.her 
state, my Governm_nt was motivated by the feeling that, as 
one of the principal powers engaged in liberating the peoples 
of Europe from the yoke of Nazi aggression, it had a special 
responsibility to assist in giving the Polish people, who had 
suffered so greatly from Nazi occupation, an opportunity 
freely to choose the Government under which they would 
live. My Government feels, therefore, that it has both the 
right and the duty to bring the following to the attention of 
the Polish Provisional Government of National Unity. 

The United States Government considers that it had no 
responsibilities in connection with the referendum held in 
Poland on June 30. Nevertheless, as the Polish Ambassador 
in Washington informed my Government on April 4, 1946, 
this referendum was a measure preparatory to the election and 
the methods by which it was held bear a relation to the prepa- 
rations for holding the election itself. The official representa- 
tives of the United States Government in Poland have reported 
that the voting in the referendum appeared to have been gen- 
erally carried out in a correct and fair manner but that the 
methods used in tabulating the ballots and reporting the vote 
have given rise to charges of serious irregularities, including 
removal of ballot boxes from polling places in contravention of 
the referendum law. 

It has also been brought to the attention of my Government 
that the Polish Labor Party was not allowed to hold its party 
congress and that, as a result of this and administrative perse- 
cution of the party by arrests, censorship restrictions, admin- 
istrative interference and other oppressive acts which have 
prevented normal democratic political activity, the central 
committee majority leadership of the Labor Party has re- 
quested the membership of that party to suspend all political 
activity until such time as the attitude of the Polish Provisional 
Government toward the Labor Party has changed. The Polish 
Provisional Government is, of course, aware that one of the 





essential elements in thé agreement for the holding of free 
elections in Poland is that all democratic, anti-Nazi parties 
shall have the right to take part and to put forward candi- 
dates. To this end it is necessary that all democratic parties be 
free to engage in political activity in the period preceding 
the elections. 

Furthermore, my Government has learned with great regret 
that steps have been taken depriving the Polish Peasant Party 
of its right to assemble and to perform normal party func- 
tions in numerous points within Poland. According to reliable 
information, the facilities which other parties enjoy in pub- 
lishing electoral or party material, in using the radio for 
propaganda purposes and the ability to make known the views 
of the party through public posters and other forms of adver- 
tisement are through censorship and other means either denied 
to the Polish Peasant Party or restricted to a degree less than 
that accorded the parties adhering to the so-called Govern- 
ment bloc. 

In view of the foregoing, my Government wishes to empha- 
size its belief that inter alia it is essential for the carrying out 
of free elections that (1) all democratic and anti-Nazi parties 
are allowed to conduct election campaigns freely without 
arrest or threat of arrest—the parties recognized as “Demo- 
cratic and anti-Nazi parties” include the following: the Polish 
Workers Party (PPR), the Democratic Party (SD), the Polish 
Socialist Party (PPS), the Polish Peasant Party (PSL), the 
Peasant Party (SL) and the Labor Party (SP); (2) all such 
parties are represented on all electoral commissions and ballots 
are counted in presence of representatives of all such parties; 
(3) results will be published immediately by local districts; 
and (4) there shall be an adequate system of appealing elec- 
tion disputes. 

My Government is confident that the Polish Provisional 
Government of National Unity will take into account the views 
presented above in making arrangements for the election. 





ALBANIA STATES HER CASE 


Nation blames her deposed Premier for war with Greece 


Albania, supported by Soviet Russia, has applied for 
membership in the United Nations, and its application 
now is under study by the Committee of Admissions 
of New Members. No action was taken concerning 
Albania when the Committee recommended the mem- 
bership of Sweden, Iceland and Afghanistan. In view of 
Greece’s opposition to Albania becoming a member of 
the U. N., the Committee submitted questions designed 
to clarify Albania’s position. The answers, made on 
Aug. 14, 1946, by Col. Tuk Jakova, Minister of State 
of the Albanian People’s Republic, now have been made 
public by the United Nations. 


1. Albania does not consider herself at war with Greece. 
The contention that Albania has declared war against Greece 
on Oct. 28, 1940, is untenable in view of the fact the Albanian 
state, at that time, was completely submerged by Fascist 
Italy and did not possess a legitimate government entitled 
to speak in the name of the Albanian people. 

After the occupation of April 7, 1939, Albania was virtually 
annexed by Italy and was governed like any other Italian prov- 
ince or colony. The King of Italy became King of Albania as 
well. An Italian Viceroy was sent to rule the country in the 
name of the King, Victor Emmanuel. A puppet government of 
Albanian Quislings and feudal beys, headed by the notorious 
Shefget Verlaci, a rich landowner, was imposed by force on 
the Albanian peasants. 
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On June 9, 1940, the King of Italy issued a royal decree in 
which he proclaimed that “The Kingdom of Albania considers 
itself in a state of war with every state with which Italy will 
be at war.” In accordance with this pronunciamento, the 
Quisling Prime Minister Verlaci declared Albania at war with 
Greece and the Allies. The latter disregarded these sham 
declarations of war for obvious reasons. Neither the King of 
Italy nor his Quisling Premier had any right to speak for the 
Albanian people. Secretary of State Cordell Hull in his state- 
ment of Dec. 10, 1942, explicitly states: “Consistent with its 
well-established policy not to recognize territorial conquest by 
force, the Government of the United States has never recog- 
nized the annexation of Albania by the Italian Crown.” On 
the other hand, Article XXV of the draft treaty of peace with 
Italy, agreed upon lately by the Council of Foreign Ministers 
in Paris, annuls and voids all acts of the authorities in Albania 
installed by Italy from April 7, 1939, to September 1943. 

The Greek charge that the Italian occupation was unop- 
posed and that the Albanian resistance movement (which 
the Greeks minimize) began only in 1943. These contentions 
are refuted by the facts. The Albanian War of Liberation 
began on the very day of the Italian invasion, on Good Friday, 
April 7, 1939, and ended only when the last German was 
driven out of the country on Nov. 29, 1944. Already in 1942, 
the effort of the Albanian guerrillas had attracted the attention 
of the Big Three allied nations. On Dec. 10, 1942, Secretary 
of State Cordell Hull issued an official statement commending 











the Albanians for their heroic struggle. Similar statements 
were issued one week later by Foreign Secretary Anthony 
Eden of Great Britain and by Foreign Commissar Vyacheslav 
Molotov of Soviet Russia. On Nov. 12, 1944, the Allied Com- 
mander in the Middle East, Gen. Sir Henry Maitland Wilson, 
extolled the successes achieved by the Albanian Army of 
National Liberation and their great leader, Col. Gen. Enver 
Hoxha. The magnitude of the Albanian war effort can be 
easily ascertained by the heavy losses suffered by the Albani- 
ans and those inflicted upon the enemy. 

The accusation that a regular Albanian Army, consisting 
of 14 battalions and approximately 20,000 men, fought with 
the Italians against the Greeks is unfounded. As a matter of 
fact, after the Italian invasion of April 1939, the Albanian 
Ministry was abolished. The Albanian Army was disbanded. 
It was replaced by the Italian Army of Occupation with a 
sprinkling of a small number of Albanians recruited by force. 
How these Albanians fought against the Greeks is told by 
Mussolini himself in a letter to Hitler on Nov. 22, 1940. On 
the other hand, the Albanian people sabotaged the Italian 
war effort and helped the Greeks stop the Fascist aggressors. 
Finally, the Albanians saw to it that all Quislings and col- 
laborationists paid the penalty for their war crimes. Those 
who could be arrested were brought before the courts and 
publicly tried. The leading war criminals were executed after 
conviction, the lesser ones received various prison terms. A 
few escaped abroad and are to be found in Italy. The Al- 
banians did not forget them. They expect to have them 
extradited according to Article XXXVIII of the draft treaty 
with Italy. 

The most extraordinary charge made by the Greek Govern- 
ment is that little Albania constitutes a danger to the peace 
and security of the Balkans. This accusation sounds utterly 
ridiculous. Albania needs peace in order to reconstruct the 
country which was devastated by six years of war. Moreover, 
Albania, with a population of about 1,200,000, is the smallest 
nation in Europe. She cannot afford to commit acts of aggres- 
sion against Greece, a nation seven times larger in population. 
True, border incidents have occurred, but they have always 
been provoked by Greece. The Albanians are the victims, and 
the Greek fascists and imperialists are the aggressors. The 
latter want war with Albania in order to grab Southern Al- 
bania, which they call Northern Epirus. The dismemberment 
of Albania has always been one of the tenets of Greek chauvin- 
ism. The secret treaty of London in 1915, the Titoni-Venizelos 
agreement of 1919 are there to prove it. Even now, in 1946, 
the Greeks have approached Marshal Tito’s Government and 
have tried to win them as a partner in Albania’s dismember- 
ment on a footing of equality. The revelations made by Mosha 
Piyade of Yugoslavia at the Paris Peace Conference confirmed 
once more what was a well-known fact. 

2. According to the Albanian point of view, this state of 
war does not exist. This Albanian view is shared by the For- 
eign Ministers of the Big Four powers as it is indicated in 
Article XXV of the draft peace treaty with Italy. 

3. In accordance with a statement issued by Prime Minister 
Enver Hoxha on Jan. 20, 1946, the Albanian Government is 
ready to assume all the obligations deriving from the Charter 
of the United Nations. 

4. In view of the fact that previous regimes, under Italian 
pressure, had concluded treaties which impaired the inde- 
pendence and sovereignty of Albania, the Congress of Per- 
meti abrogated those treaties on May 24, 1944. 

5. Albania recognizes all the treaties-in effect prior to 1939, 
which do not impair the independence and sovereignty of 
Albania, and is ready to re-examine any or all the above- 
mentioned treaties, which are in the mutual interest of the 
contracting parties with all the states, members of the United 
Nations, that have recognized or will recognize the Govern- 
ment of the Albanian People’s Republic. 

6. (a) The report of the 21 incidents on Greco-Albanian 
frontier, listed on the annex to document S/123, is a series ot 








fanciful inventions and fabrications of the Greek Government. 

The Albanian Government herewith submits a list of border 
incidents provoked by the Greeks. 

(b) On the 15th of May, 1946, two unidentified warships 
were sailing in the direction of the Port of Saranda. After they 
had entered the Albanian territorial waters, the Albanian Coast 
Guard signalled to them to identify themselves. As the signals 
were ignored, the Albanian shore batteries fired warning shots 
across the bow as is customary under such circumstances. The 
two ships then hoisted the British flag, turned back, and de- 
parted as they had come, in silence. The British Government, 
in a note, demanded an explanation. The Albanian Govern- 
ment immediately replied in a friendly note expressing regret 
for this unwished-for incident. The principal reason for this 
occurrence was that, from time to time, Greek warships had 
approached the Albanian seacoast and had fired indiscrimi- 
nately in order to provoke incidents, as is shown on the list 
of provocations. 

(c) The charges made under this heading are deliberate 
inventions. There are no concentration camps in Albania. The 
Albanian Government has received no complaints whatsoever 
on this subject from any foreign government. 

In connection with the foregoing, let me add the following 
information: 

There are about 30,000 members of the Greek-speaking 
minority living in 84 villages scattered in the prefecture of 
Gjinokastér (Argyocastro). Along with the forces of the Al- 
banian resistence, they took part voluntarily in the war of 
liberation, fought bravely against the Italian and German 
invaders, and gave scores of their best sons as martyrs for the 
liberation of Albania. They enjoy the rights guaranteed by the 
Constitution to all Albanian citizens, as well as freedom to 
use their own language and develop their own culture. They 
have 78 elementary Greek schools and a high school (gym- 
nasium), all supported by the Albanian state. They publish 
a newspaper in their own local administrations. Many of them 
serve as commissioned officers in the Albanian National Army. 
Some of them are high officials of the National Government. 
They are represented in the Albanian Parliament by two 
Deputies, namely by Mihal Jorgi of Dropulli and by Manol 
Konomi of Pogoni. The latter is Minister of Justice and a 
member of the Cabinet headed by Premier Enver Hoxha. 

On the contrary, the treatment of the Albanian minority of 
the District of Chameria, annexed by Greece in 1913, was one 
ot the most inhuman ever known. They have been syste- 
matically exterminated or driven out of their homes. Their 
properties were confiscated without any compensation. Out of 
an original population of 60,000, there are hardly any Alban- 
ians left in that unhappy region. Some 5,000 of them have 
been ruthlessly massacred by the Greeks during the last year 
only. Some 22,000, in utter destitution, found refuge in Al- 
bania, where they constitute a heavy burden on the budget. 
About 2,000 of them died of starvation and exposure on their 
way to Albania. The last of these unfortunate refugees have 
attracted the attention of all foreigners who have traveled in 
Albania. The UNRRA mission has saved thousands of them. 
Mr. Hutchinson, member of the British Parliament from Man- 
chester, has told the sad story of these refugees to the House 
of Commons. He concluded by asking Foreign Secretary An- 
thony Eden “to make representations to the Greek Government 
to instigate an inquiry into these atrocities.” 

I expect to give the Committee additional information on 
this subject in the near future. 

7. According to the official statement No. 3 of the Central 
Election Board (issued on Dec. 8, 1945), the results of the 
Albanian elections of Dec. 2, 1945, are as follows: 

The total number of electors enrolled was 603,566; the total 
number of electors who cast their vote was 542,400, or 89.86 
per cent; the distribution of the votes was as follows: for the 
candidates of the Democratic Front 505,304, or 93.16 per 
cent; against the Democratic Front 36,816, or 7.79 per cent; 
for independent candidates 108, or .005 per cent. 
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Allied Citizens Lose 
Holdings in Yugoslavia 


Pessimism over the world situation 
is increasing in major capitals and at 
the U.N. headquarters. Some U.N. 
officials are saying privately that the 
world organization for peace cannot 
accomplish anything important until 
the Big Powers work out a settlement 
for Germany. That is not in sight. 
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Because of the tense atmosphere in 
international affairs, President Tru- 
man is being asked to set up, by 
executive order, some of the less con- 
troversial phases of Army-Navy uni- 
fication. There is talk of creating a 
Council of National Defense and 
unified boards to handle such things 
as research, Army-Navy procurement 
and intelligence. 
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One of the important but little 
publicized points of friction between 
Yugoslavia and the Western powers 
is this: The Tito Government has 
taken over valuable properties belong- 
ing to interests in the U.S., Britain 
and France. The holdings include an 
oil refinery, electrical power plants 
and a corn-products factory owned in 
the U.S., and rich mines owned by 
Britain and France. Despite repeated 
efforts by the three countries, Yugo- 
slavia refuses to give up the seized 
facilities and will not pay for them. 


o oO O 


U.S. officials are not overlooking 
the fact that their Government is in 
position to demand the return of any 
Lend-Lease equipment that may have 
been a factor, direct or indirect, in 
the series of Yugoslav incidents. Yugo- 
slavia received $28,800,000 worth of 
Lend-Lease supplies from the U.S. 
Generally forgotten is a provision that 
the equipment can be reclaimed by 
America any time the President de- 
cides to do so. 


Lend-Lease Supplies 
Give U.S. Ace Card 


Russia is determined to protect the 
secrecy of economic activities at her 
ports. She has asked the U. S. to with- 
draw its War Shipping Administra- 
tion missions from Murmansk and 
Archangel in the Arctic and Odessa 
on the Black Sea. Unless the U.S. 
can get permission to open consulates, 
it will be without official observers 
in these cities. The chances of getting 
Russia’s approval for such consulates 
are exceedingly slim now. 
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A proposal to place all the military 
forces of member countries at the 
disposal of the United Nations for 
security purposes is being discussed 
in New York. It is the latest move in 
an attempt to break the deadlock 
over establishment of the armed force 
provided for in the U. N. Charter. No 
progress on the security force has 
been made. Chief stumbling block 
is the Russians, who listen to every- 
body’s suggestions but offer none of 
their own. 
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Official reports, not made _ public, 
show that only 5 per cent of the food 
that is being shipped to China by the 
United States ever reached the fam- 
ine areas. 
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Britain has asked France to assign 
40 additional gendarmes to the force 
guarding Foreign Minister Ernest 
Bevin while he is in Paris. In addition, 
London obtained permission to send 
more Scotland Yard men to the 
French capital. Fear of demonstra- 
tions by terrorists over the Palestine 
question is behind the new precau- 
tions. 
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Russia Closes Ports — 
To U. S. Observers 


Italian diplomats at Paris were 
secretly pleased when the U. S.-Yugo- 
slav affair came to a head. They think 
the firm United States policy toward 
the Tito Government will prompt 
America to take the lead in build- 
ing up a strong and friendly Italy and 
might lead to support for Italy’s claims 
on Trieste. 
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The Atomic Control Commission 
of the United Nations is expected to 
file its formal reports within the next 
two months, but it is still far away 
from agreement on world controls. 
Two reports, covering the U.S. and 
Russian views on how to handle the 
bomb, probably will be the result. 
Ten countries will support the U.S. 
proposal. Russia will be supported 
only by Poland. 


o 0 O90 


The British Government is toying 
with the idea of surrendering all 
British economic interests in India in 
return for the liquidation of all credits 
that the Indians now hold against 
Great Britain. The credit amounts to 
more than five billion dollars. 
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Although the war has been over for 
a year, Soviet troops in Germany and 
Austria still are deployed in tactical 
formations. Red Army divisions are 
situated so that they could move into 
action on short notice. 
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U.S. occupation authorities in Ger- 
many are becoming concerned over 
the growing number of refugees from 
other parts of Europe who are trying 
to slip into the U.S. zone. American 
forces turn back an average of 20,000 
persons every week. The situation is 
expected to grow worse when winter 
comes. 


et te a ee i, Se te, le, ee, ie, en, al, tl, “dll, dllltn, "ll, A> ll, “Ai, Ale, dl, ite, ee Se EE Se ee ee, ee. vv, Vv, ve, wv, wow, ee 


48 « WORLD REPORT 











BUILDING A PUBLICATION 


NO. 4 OF A SERIES 


INTELLIGENT CURIOSITY—A VALUABLE INGREDIENT 


To a Publisher, intelligent curiosity on the part of the “public” is in- 
valuable. Francis St. John, Chief of the Circulation Department of 
the New York Public Library, says: 


sé 


.. « News developments which get a strong play 
in the papers and on the air are quickly reflected by 


a demand for supplementary background reading.” 


The dissatisfaction intelligent people have with bare facts—the de- 
sire to know the why, the wherefor and the what, is the greatest single 
contributing factor behind the success of the enormous industry 
known as PUBLISHING. There are more than 17,000 publications 
in the United States read by varying numbers of thousands of differ- 
ent kinds of people. 


WORLD REPORT is built on the curiosity of a select group of 
people wanting analyses and interpretations beyond the bare facts of 
world news. Satisfying this intelligent curiosity made possible an 
important requisite demanded by all advertisers—namely a definite 


GUARANTEE of the number of people paying for subscriptions 
to WORLD REPORT. 


WORLD REPORT’S INITIAL GUARANTEE WAS 50,000. BUT SO GREAT IS THE 
CURIOSITY ABOUT WORLD AFFAIRS THAT AT THE END OF ITS FIRST SIX 
MONTHS OF PUBLICATION THE GUARANTEED CIRCULATION WILL BE ADVANCED 
TO 100,000. THIS IS A RECORD IN THE FIELD OF PUBLISHING. 


WORLD REPORT 


Daniel W. Ashley, Vice President in Charge of Advertising 
30 ROCKEFELLER PLAZA, NEW YORK 20, N. Y. 
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Today, American efficiency, again 
applied to peacetime purposes, 
goes to sea in Grace Line’s new 
“Santa” ships. Nine of them com- 
bine the luxurious passenger accommodations of a cruise liner with 
exceptional cargo space and the most modern cargo handling equipment. 
These vessels, with the completely modernized Santa Rosa and Santa 


Paula, and nine fast new freighters, constitute Grace Line’s new fleet of 


twenty “Santas” which will link the Americas with maximum efficiency. 





See your Travel Agent or GRACE LINE, 10 Hanover Square or Rockefeller Center, New York; Pittsburgh; Washington, D. C.; 


New Orleans; Houston; Chicago; Detroit; San Francisco; Los Angeles; Portland, Ore.; Seattle; Vancouver, B. C. 








